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TO THE READER: 


I welcome your comments and suggestions on this Report and other issues related to the environment and 
sustainable development. I can be reached at: 


Richard Smith 
Acting Commissioner of the Environment and Sustainable Development 
240 Sparks Street 
Ottawa, Ontario 
KIA 0G6 
or by e—mail at: 


green—report @ oag—bvg.gc.ca 


Foreword 


Report of the 
Commissioner of the Environment 
and Sustainable Development — 2000 


Foreword 


As Acting Commissioner of the Environment and Sustainable Development, I am pleased to present the 2000 
Report for tabling in the House of Commons. 


Much of this Report was prepared under the leadership of Brian Emmett, who became Vice-President of Policy at 
the Canadian International Development Agency on 31 January 2000. During his three and a half years as the first 
Commissioner, Brian made a major contribution to our understanding of the federal government’s management of 
environmental and sustainable development issues. The team he built is committed to continuing the work he 
began, and the Auditor General is undertaking a national selection process in order to appoint a new 
Commissioner this summer. 


This Foreword is followed by “The Commissioner’s Observations — 2000” and the Main Points from all of this 


year’s chapters. The Report also contains nine chapters, bound separately: 


Managing for Sustainable Development 


1. Implementing Sustainable Development Strategies: Year Two — Work in Progress 
2. Greening Government Operations: When Will the Government Measure Up? 


3. Government Support for Energy Investments 


Smog 
4. Smog: Our Health at Risk 


Working Together 
5. Partnerships for Sustainable Development: Overview 
6. Working Together in the Federal Government 
7. Co-operation Between Federal, Provincial and Territorial Governments 
8 


Working With the Private Sector 


Follow-up 


9. Follow-up of Previous Audits: More Action Needed 
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The Commissioner’s 
Observations — 2000 


Main Points 


15 Although the federal government has repeatedly stated its commitment to sustainable development — 
striking a viable balance between economic, social and environmental goals, now and for future generations — it 
continues to have difficulty turning that commitment into action. 


2. The pursuit of sustainable development is complicated by the fact that responsibility for it is widely 
shared between departments, between governments and with other partners. Typically, a number of organizations 
are responsible for one aspect of the issue or another but none is responsible for the whole. They need to work 
together to develop and implement a co-ordinated approach. But managing these working relationships has proved 
difficult. 


3: Smog — our health at risk. For example, over the last decade the federal government has often said that 
Canada’s smog problem is a major health issue and one that poses a serious threat to the environment. Ten years 
ago, federal, provincial and territorial ministers of the environment recognized the serious consequences of 
ground-level ozone — a key component of smog — and endorsed a plan to reduce it. The goal was to “fully 
resolve” the problem by 2005. 


e Governments started on the right foot, but failed to take the next steps. They agreed on a plan, but did not 
implement it. Past improvements in air quality are slowly being eroded by the increased emissions from 
more vehicles and growing energy use. And pollutant levels once thought safe are now being questioned. 


e Canada’s smog plan failed because the partnership that underpinned it did not work. While the federal 
government did most of what it said it would do, it failed in its most important task — to lead the 
national effort to reduce smog. Canada’s smog problem is far from resolved. A new approach is needed. 


4. Smog is not an isolated case. In earlier reports, we identified persistent problems with the federal 
government’s management of key issues like climate change, toxic substances and biodiversity. Problems included 
unclear objectives and roles and responsibilities, poor performance measurement and reporting and inadequate 
provision for review and audit. As a result, commitments made to Canadians were not being met. 


=F Accountability is crucial to building effective working relationships. This Report provides a number 
of examples of successful working relationships — those that combine credible reporting, effective accountability 
mechanisms, transparent processes and protection of the public interest. Too often, however, entering an 
agreement is seen as an end in itself, rather than a means of delivering results for Canadians in an efficient and 
effective manner. And too often, many of the accountability factors that are critical for an effective working 
relationship are not “top of mind” when partnerships are being built. Central agencies have important roles to play 
in ensuring that the elements of a good working relationship are understood and used by departments. 


6. Other key issues: 


e Government support: renewable and non-renewable energy investments. Historically, most 
energy-related federal spending and tax incentives have been directed to non-renewable resources, the 
predominant source of energy in Canada. Today, with a few exceptions, government support for energy 
investments does not particularly favour one sector over the other. However, a survey of investors found 
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that many renewable energy and energy efficiency projects do not currently have characteristics that 
make them attractive to investors. The federal government may want, therefore, to reconsider its strategy 
for achieving its renewable energy and energy efficiency objectives. 


e Sustainable development strategies. Departments reported that they had implemented 20 percent of the 
commitments set out in their strategies, compared with 11 percent last year. They are also improving the 
management practices that support strategy implementation. Their second strategies will be tabled in the 
House of Commons by December 2000; I expect to see a significant improvement in their quality at that 
time. 


e Greening government operations. A decade ago, the federal government committed to demonstrating 
leadership by reducing the environmental consequences of its own operations. Today, however, there is 
only rudimentary information available about the government’s operations and their environmental 
consequences. No organization has been given the responsibility, or sees itself as the lead, to establish a 
coherent approach to greening government operations and reporting on progress. 


We Follow-up on earlier work. This Report also presents the first follow-up we have done since the position 
of Commissioner was established. Follow-up helps us determine whether departments have adequately addressed 
our earlier observations and recommendations. Overall, progress has been slow. After two years, only five percent 
of recommendations have been addressed fully; on 53 percent, progress is unsatisfactory. Departments need to 
accelerate their efforts. 
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Introduction 


8. This chapter highlights the key 
issues that I believe should be brought to 
the attention of the House of Commons. 
Previous reports have identified three key 
weaknesses in the federal government’s 
management of environmental and 
sustainable development issues 

(see Exhibit 1). This Report focusses on 
the challenges of working in areas where 
responsibilities are widely shared. 


Managing interdependence 


De Some of the most pressing 
challenges facing governments today — 
including protecting the environment and 
promoting sustainable development — cut 
across departmental mandates and 
political jurisdictions. Typically, a number 
of government organizations are 
responsible for one aspect of an issue or 
another, but none is responsible for the 
whole. They need to work together to 
develop and implement a co-ordinated 
response. 


10. Partnerships can offer the 
potential for more innovative, 
cost-effective and efficient delivery of 
programs and services. But partnering 1s 
not without risks. The risks include 
arrangements poorly defined, 
commitments not met, insufficient 
attention to protecting the public interest, 
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too little transparency and inadequate 
accountability. Too often, entering an 
agreement is seen as an end in itself rather 
than a means of delivering results for 
Canadians in an efficient and effective 
way. As our previous reports have 
indicated, managing these types of 
working relationships — within 
governments, between governments and 
with other partners — has proved to be a 
challenge. 


Responsibilities for 
the achievement of 
sustainable 
development goals are 
widely shared. 
Managing shared 


11. When organizations work responsibilities has 
together, the accountability relationship — 
the obligation to answer for a 
responsibility conferred — becomes more 
complex. Ten years ago, the Auditor 
General asked, “Who is minding the 
store?” when it came to responsibility for 
Canada’s environmental well-being. He 
noted that the Department of the 
Environment, which has general 
responsibility for co-ordinating federal 
environmental policies and programs, 
could not act effectively on broad issues 
except in concert with other departments 
and other governments. While recognizing 
that shared responsibility in government 1s 
difficult to deal with, he argued that what 
must be prevented is a diffusion of 
responsibility to the point where effective 
accountability is lost. 


been a challenge. 


12. Based on work since then, the 
Auditor General has identified desirable 
attributes of working arrangements — 
where partners work together to meet 


stated objectives. 


governments are not very good at it. 


those tasks. 


Gaps between commitments made and concrete action taken. Canadians have been at the 
forefront of thinking about environmental and sustainable development issues, domestically and 
internationally. We have been less effective at turning those thoughts and words into action — in 
finishing what we start. In many areas, the federal government’s performance falls well short of its 


Lack of co-ordination among departments and across jurisdictions. Some of the most pressing 
issues facing governments today cut across departmental mandates and political jurisdictions. 
Effective co-ordination is essential for meeting our sustainable development challenges — 


Inadequate review of performance and provision of information to Parliament. Good 
information is critical for good decisions: for setting priorities, designing policies and programs, 
assessing progress and reporting on accomplishments. Our current information base is not up to 


Exhibit 1 


Key Weaknesses in the Federal 
Government’s Management of 

Environmental and Sustainable 
Development Issues 


Source: Report of the 
Commissioner of the 
Environment and Sustainable 
Development, 1999 
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common objectives (see Exhibit 2). 
Credible reporting, effective 
accountability mechanisms, transparent 
processes and protection of the public 
interest are basic elements of such a 
framework. 


Focus of this Report 


13. This Report maintains our focus 
on the challenges the federal government 
faces in managing its environmental and 
sustainable development agenda. 
Partnerships have figured prominently in 
the federal government’s approach. In the 
past decade, numerous commitments have 
been made that require co-operation and 


Exhibit 2 


A Governing Framework for New Working Arrangements 


To ensure credible reporting: 
e Clear public objectives 
e Concrete performance expectations 


e Appropriate performance measurement and reporting regime 


To establish effective accountability mechanisms: 
e Clear roles and responsibilities 

e Performance expectations that are balanced with capabilities 
e Well-defined management structure 

e Appropriate monitoring regime 

e Partner dispute resolution mechanisms 

e Specific evaluation provisions 

e Procedures to deal with non-performance 

e Appropriate audit regime 

To ensure adequate transparency: 

e Public access to information 


¢ Communication of information on key policies and decisions 


To protect the public interest: 
e Citizen complaint and redress mechanisms 
e Public consultation/feedback mechanisms 


¢ Policies to promote pertinent public sector values 


Source: Report of the Auditor General of Canada, 1999 
Involving Others in Governing: Accountability at Risk (Chapter 23) 


co-ordination across departments, between 
governments and with other partners if 
objectives are to be met. 


14. In looking at issues like smog, 
acid rain, protected areas, biotechnology 
and greening of government operations, 
we identified the key ingredients for 
building and sustaining effective working 
relationships. Those ingredients can serve 
as a basis for assessing current initiatives, 
for modifying them, and for designing 
new ones. 


Smog: Our Health at Risk 


Smog is a serious threat to our health 
and the environment 


1S; We examined the federal 
government’s efforts to reduce levels of 
the air pollutants that are the main 
components of smog; Chapter 4 presents 
our results. While air pollution is not new, 
it does have important consequences for 
our health, our environment and our 
economy. People first used the term 
“smog” to describe the mixture of smoke 
and fog in the air above cities. Today, the 
term is used to describe a broader 
“basket” of air pollutants. Most of those 
pollutants are caused by industrial 
activities and the burning of fossil fuels — 
oil, natural gas and coal — in our motor 
vehicles and in our homes, thermal power 
plants and factories. 


16. Over the last decade, the federal 
government has stated repeatedly that 
Canada’s smog problem is a major public 
health issue and one that poses a serious 
threat to the environment. While 
recognizing the difficulty of drawing a 
direct link, the government has estimated 
that air pollution is responsible for 5,000 
premature deaths a year in 11 major 
Canadian cities. If that figure is correct, 
more Canadians die each year as a result 
of air pollution than die as a result of 
motor vehicle accidents, breast cancer, 
prostate cancer or melanoma. In addition, 
many more Canadians suffer from 
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respiratory or other problems that can 
place a significant burden on our health 
care system. And the agriculture sector 
loses millions of dollars each year due to 
the effects of common air pollutants on 
crops. 


ae There have been downward 
trends in some air pollutants, and overall 
air quality in Canada has improved over 
the past 30 years as a result of efforts 
made by federal and provincial 
governments and by industry. However, 
past improvements in air quality are 
slowly being eroded by the increased 
emissions from a greater number of 
vehicles and growing energy consumption 
and production. Environment Canada 
expects that air quality will continue to 
deteriorate unless strong action is taken. 
In addition, pollutant levels once thought 
safe are being questioned. 


Starting on the right foot — but failing 
to take the next steps 


18. In 1990 the Canadian Council of 
Ministers of the Environment recognized 
the serious consequences of ground-level 
ozone and endorsed a plan to reduce it. 
This plan was a major achievement for the 
federal, provincial and territorial 
governments and provided sound strategic 
direction for addressing Canada’s smog 
problem. The goal was to “fully resolve” 
the ozone problems by 2005. 


19. After endorsing the plan, 
however, the partners never agreed on 
how to implement it — on who would do 
what and by when. As a result, the plan 
was destined to fail. And 10 years later, 
many of the basic elements of good 
management are still missing. The federal 
government now acknowledges that 
progress has been slower than planned, 
and that the original target date will likely 
not be met. 


20. We concluded that the federal 
government did most of what it said it 
would do under the first phase of the plan. 
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However, it failed at its most important 
task — to lead the national effort to 
reduce smog. Consequently, the bulk of 
potential emission reductions — which 
were expected to come from others — 
were not attained. I believe the federal 
government has a responsibility that goes 
beyond its own smog-reduction activities. 
It also has to collaborate with the 
provinces and territories and work with its 
other partners to develop effective 
national strategies and plans. If the 
existing approach is not working, a new 
one needs to be devised. 


Canada’s smog 
problem is a major 
public health issue. 


Accountability depends on the quality of 
reporting on performance 


21. The federal government also 
failed to provide the public and 
Parliament with appropriate information 
about action on the promises it made to 
Canadians in 1990 and about the results of 
national efforts. To be useful, information 
must be relevant, credible and 
understandable. It should help the public 
and members of Parliament scrutinize 
both intentions and results, and it should 
be available to them on a timely basis. 
The failure to provide that information 
meant that the public and Parliament 
could not determine whether Canada was 
addressing its smog problem at a 
reasonable pace. 


The plan to resolve 
Canada’s smog 
problem was never 
implemented. 


Next steps 


Pp. Canada is continuing to address 
the smog issue through the Canada-Wide 
Standards process. This process 1s to 
include the commitments that each 
jurisdiction will make to specific action 
on smog. If air quality is to improve, the 
lessons learned in the last decade need to 
be applied to this process. In particular, 
parliamentarians and all Canadians should 
expect to see agreements specifying who 
will do what and by when, a system for 
monitoring and reporting results to assess 
progress, and provision for midcourse 
corrections as required. If these key 
elements of good management are not put 
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Canada’s smog plan 
failed because the 
partnership that 
underpinned it did not 
work. 


Accountability is not 
“top of mind” when 
people think of 
successful 
partnerships. 


in place, it will be difficult for the 
Canada-Wide Standards process to 
succeed, 


Working Together: 
Partnerships for 
Sustainable Development 


23: Canada’s smog plan failed 
because the partnership that underpinned 
it did not work. Yet smog is not an 
isolated case: 


e In 1998 we reported on Canada’s 
National Action Program on Climate 
Change. By the federal government’s own 
assessment, instead of moving toward 
stabilization at 1990 levels, Canada’s 
greenhouse gas emissions were headed in 
the wrong direction. We found that many 
of the elements of a good partnership were 
missing. There was no clear assignment of 
roles and responsibilities, no 
implementation plan, limited monitoring 
of progress and no consolidated, 
summary-level reporting to Parliament. 


e Protecting biodiversity requires 
action by ministries at both the federal and 
provincial levels. In 1998 we reported that 
progress was slow, due in part to 
weaknesses in co-ordination within the 
federal government and between 
governments. 


e Our 1999 audit found significant 
weaknesses in the federal government’s 
management of toxic substances. We 
noted in particular that federal 
departments were deeply divided on many 
key issues. The behaviour displayed by 
some departments was a major 
impediment to the effectiveness of federal 
programs. 


e Finally, in 1999 we audited seven 
federal-provincial environmental 
agreements and found that they were not 
working as well as they could. 


24. The federal government 
recognizes that managing what has 


become known as “horizontal” 
government is an important issue and that 
a better job must be done. Because the 
resolution of many environmental and 
sustainable development issues requires 
effective working relationships, we have 
looked at building and sustaining them. 
Chapter 5 provides an overview, Chapter 6 
reports on working together in the federal 
government, Chapter 7 on 
federal/provincial/territorial relationships 
and Chapter 8 on working with the private 
sector. These chapters together present the 
results of 17 case studies of organizations 
working co-operatively to meet common 
objectives in areas like biotechnology, 
acid rain, forestry and mining. 


25. These case studies illustrate the 
importance of co-operation and 
co-ordination to meet common policy 
objectives and improve program 
efficiency and effectiveness. The case 
studies also illustrate that there are 
common attributes of effective working 
relationships, whether between 
departments, between governments or 
between the public and private sectors. 


26. We found, however, that many of 
the accountability factors that are critical 
for an effective working relationship are 
not “top of mind” when people think of 
building a successful partnership. 
Surveyed participants in the arrangements 
we looked at focussed on five key success 
factors: clear and realistic objectives and 
expectations for results; shared or 
complementary goals; effective and 
committed individuals; clear benefits for 
participating organizations; and senior 
management interest, support and 
commitment. 


Zs These factors are important, but 
so are the other elements needed for 
accountability — clear roles and 
responsibilities, balance between 
expectations and capacities, provision for 
monitoring, reporting and evaluation — 
and participants placed these elements 
well down the list. 


10 
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28. To manage their working 
relationships effectively, departments need 
to take a broader view of what constitutes 
success, giving greater weight to 
accountability. People involved in 
partnerships do know how to develop and 
maintain working relationships and what 
is needed for accountability. The 
challenge is to turn that knowledge into 
action. 


29. The case studies also demonstrate 
that the partners need the discipline to 
follow all the necessary steps during the 
life cycle of an agreement. In the earlier 
stages — before entéring the agreement 
— prospective partners need to pay 
particular attention to developing the 
relationship. Partners need to be 
convinced that the issue is important and 
that a partnership is the best way of 
dealing with it. In the later stages — 
designing the agreement itself and during 
the life of the agreement — more weight 
needs to be placed on accountability. 
Developing the relationship and ensuring 
accountability are both essential for a 
good working relationship intended to 
achieve common objectives. 


30. The cases we examined also 
provide examples of a “tight-loose” form 
of working relationship — “tight” on the 
results to be achieved by intergovern- 
mental agreement, and “loose” on the 
means of achieving them in the particular 
circumstances of each jurisdiction. In the 
1985 Eastern Canada Acid Rain Program, 
ministers agreed on sulphur dioxide 
emission limits to protect moderately 
sensitive aquatic systems. Provincial 
governments decided how to achieve the 
reductions; they took different approaches 
but met their objectives. 


ile We conclude that when the key 
factors related to a good working 
relationship are combined with the main 
elements of an effective accountability 
arrangement, successful working 
relationships are more likely to be 
developed and common objectives are 
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more likely to be met. Conversely, the 
absence of these factors and elements 


increases the risk of failure. To get results, 


departments need to 


The role of central agencies ; 
place more weight on 


2. Central agencies can contribute ee 

to the more effective management of accountability. 
cross-cutting issues. The Privy Council 

Office and the Treasury Board Secretariat 

have important roles to play in ensuring 

that the principles and elements of a good 

working relationship are understood and 

used by departments, and in co-ordinating 

horizontal initiatives. 


Government Support for 
Energy Investments 


33. The consumption and production 
of fossil fuels are major contributors to 
smog and to other environmental 
problems. Some believe that federal 


government support for energy 

investments is biased in favour of Central agencies can 
non-renewable energy sources, contribute to the more 
particularly fossil fuels, and that the bulk 

of this support is hidden in the tax system. effective management 
In Chapter 3 we report on the findings ofa of cross-cutting 

study we did to provide information on ; 

government support for energy ISSues. 

investments and to determine whether this 

support favours the non-renewable energy 

sector. We were particularly interested in 

support provided through the tax system 

because it is less transparent than direct 

support. We also wanted to learn why, 

apart from large-scale hydro-electric 

projects, energy from renewable resources 

makes up a small portion of Canada’s 

energy mix. Is the tax system a major 

contributor to this situation? 


34. Historically, governments have 
supported the development of energy 
sources and encouraged energy efficiency 
for a variety of reasons, including securing 
the supply of energy, developing regional 
economies and addressing environmental 
concerns. In 1996, the federal government 
stated in its Renewable Energy Strategy 
that it wants to increase investments in 
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Renewable energy and 
energy efficiency 
projects are competing 
against many other 
investment 
opportunities. 


The government has 
committed to making 
itself a model of 
environmental 
excellence. 


renewable energy. It has also stated for 
many years that it wants Canadians to use 
energy more efficiently. 


35. In the past, most federal spending 
and tax incentives have been directed to 
non-renewable resources, the predominant 
source of energy in Canada. Today, 
however, with a few exceptions, 
government support for energy 
investments does not particularly favour 
the non-renewable sector over the 
renewable sector. We also found that the 
income tax system does not encourage 
some investments in energy efficiency. 


36. From an investor’s perspective, 
renewable energy and energy efficiency 
projects are competing against many other 
investment opportunities. Most investors 
we surveyed find that many renewable 
energy projects do not provide an 
adequate rate of return to make them a 
desirable investment. They tend to lack 
the established markets and good track 
records that attract investors. The payback 
period is often too long for renewable 
energy and energy efficiency investments 
to make them the preferred investment 
choice. Given these barriers, the federal 
government may wish to consider new 
strategies for achieving its renewable 
energy and energy efficiency objectives. 


Turning Talk Into Action 


Implementing sustainable development 
strategies 


Sis Departmental strategies are an 
important element of the federal 
government’s overall sustainable 
development agenda. Monitoring and 
reporting on progress toward sustainable 
development is a key part of our mandate. 
Our objective is to help parliamentarians 
understand and exercise oversight of the 
strategy process, and to help departments 
understand their management obligations 
and best practices for meeting them. 
Chapter | of this Report provides our 


second assessment of sustainable 
development strategies. The strategies 
remain a work in progress. 


38. When we conducted our audit 
this year, departments were about halfway 
through the period covered by their 
strategies. According to their own reports, 
departments had completed about 20 
percent of what their strategies said they 
would do, compared with 11 percent last 
year. They are making some progress in 
implementing their action plans. 


39. However, the quality of the 
information that most departments 
provided to Parliament in their second 
annual progress reports on sustainable 
development strategies continues to fall 
well short of the standard asked by the 
Treasury Board. It remains difficult to 
judge whether the strategies are on track 
or whether corrective action is required. 


40. Departments are still in the early 
stages of establishing a systematic 
approach to strategy implementation. We 
examined the management practices of six 
departments and noted that there has been 
some improvement since last year. On 
average they were applying half of the 
practices needed to provide reasonable 
assurance that they would achieve their 
intended results. As Exhibit 3 illustrates, 
last year the departments we looked at had 
established only about one third of these 
management practices. 


41. The exhibit also shows that 
departmental practices continue to be 
strongest at the early stages of the 
management cycle, and become 
progressively weaker as departments 
move into implementation, monitoring 
and improvement. Departments need to 
establish sound management systems to 
support the implementation of their 
Strategies, 


Greening federal government 
operations 


42. A decade ago, the federal 
government committed to demonstrating 
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leadership by reducing the environmental 
consequences of its own operations. In the 
October 1999 Speech from the Throne, the 
government again committed to making 
itself a model of environmental 
excellence. 


43. In 1996, we reviewed progress 
and found an absence of leadership for the 
greening process, both government-wide 
and within individual departments and 
agencies. We also found that reporting on 
progress had been selective. No overall 
report had been produced, and there were 
no plans for aggregate reporting in the 
future. 


44. Last year, we reported that 
departments were not yet in a position to 
track their environmental performance and 
there was no basis for reporting to 
Parliament on government-wide progress 
in the “greening” of operations. Chapter 2 
of this Report revisits this issue, focussing 
on departments’ progress in measuring the 
environmental performance of their 
internal operations. 


45. The federal government 1s the 
largest enterprise in Canada. It has 
224,000 employees, 21.4 million hectares 
of land under direct management, 
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59,000 buildings and facilities, more than 
$8 billion in purchases of goods and 
services and 25,000 motor vehicles. How 
it manages those resources has significant 
environmental and financial 
consequences. 


46. And yet there is only rudimentary 
information available on the government’s 
vast operations and their environmental 
consequences. The federal government 
does not know the environmental impacts 
and costs of its operations — and it 
should. Progress has also been slow and 
uneven in developing either an 
environmental performance measurement 
system or common performance measures 
for departments. There are still no 
aggregate performance reports. 


47. While there are a number of 
interdepartmental initiatives under way, 
leadership is fragmented. No organization 
has been given the responsibility, or sees” 
itself as the lead, for establishing a 
coherent approach to greening 
government operations and reporting on 
progress. Central agencies have an 
important role to play in developing 
government-wide standards. 


Exhibit 3 


Established Management Practices Compared With the ISO 14001 Standard — Average for the Six Departments We Examined in 1999 


and the Six We Examined in 1998 


See Chapter 1 for more information. 


Planning 5 


Implementation and Operation 
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Checking and Corrective Action | 


Management Review 
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All Aspects § 
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Overall, progress in 
addressing our 
observations and 
recommendations 
from previous reports 
has been slow. 


Follow-up of Previous 
Audits: More Action 
Needed 


48. Follow-up is an important part of 
our audit process. It allows us to keep 
Parliament informed of the progress 
departments are making in response to our 
reports. Chapter 9 presents the results of 
the first follow-up we have done since the 


position of Commissioner was established. 


The purpose of this follow-up was to 
determine whether departments had 
adequately addressed our 
recommendations and observations. 


49. We focussed on four audits 
presented in 1997 and 1998 report 
chapters: Control of the Transboundary 
Movement of Hazardous Waste 

(April 1997), Ozone Layer Protection: 


The Unfinished Journey (December 1997), 


Canada’s Biodiversity Clock Is Ticking 
(May 1998), and Environmental 
Assessment: A Critical Tool for 
Sustainable Development (May 1998). 


50. I am satisfied with the progress 
that the government has made to date in 
acting on our observations and 
recommendations in the ozone and 
biodiversity chapters. Environment 
Canada continues to show commitment 
and leadership in developing policies and 
programs to eliminate or reduce 
ozone-depleting substances. International 
obligations are being met. Departments 
are developing biodiversity performance 
frameworks and Canada is participating in 
the development of an international 
reporting framework. New partnerships 
have been formed to enhance 
co-operation. 


51. I am not satisfied with progress 
on the transboundary movement of 
hazardous waste. Canada is still not in a 
position to know the extent to which it is 
fulfilling its international obligations to 
prevent illegal traffic at the border and 


does not have an action plan to address 
significant gaps in enforcement. 


52. The Canadian Environmental 
Assessment Agency has taken reasonable 
steps to respond to our audit findings. The 
Agency conducted a compliance review 
with departments and issued guidance 
documents, as we had recommended. 
However, we are not satisfied with the 
progress made by other departments and 
agencies. Even departments that have 
taken some action to improve their 
assessment processes report little change 
in their actual practices. 


Dae Overall, progress in addressing 
our recommendations has been slow. Gaps 
in implementation, information, 
leadership and managing of relationships 
are apparent. Only five percent of our 
recommendations have been addressed 
fully; progress on 53 percent is 
unsatisfactory. We believe the 
recommendations remain pertinent and 
valid; departments need to accelerate their 
efforts. We will continue to monitor their 
progress. 


Our Work Plan 


54, Our work program is divided into 
four broad areas: the review of 
departmental sustainable development 
strategies and their implementation; audits 
of the federal government’s management 
of environmental and sustainable 
development issues; studies aimed at 
improving understanding and 
strengthening management practices; and 
the monitoring of petitions. Exhibit 4 
summarizes our work plan for next year. 


Review of sustainable development 
strategies 


Ss Departmental strategies are an 
important tool for advancing sustainable 
development across the federal 
government. They set out each 
department’s objectives and the steps it 
will take to meet them. Departments 
released their first strategies in 1997. They 
are now developing their second strategies 
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for presentation to the House of Commons 
by December 2000. 


56. The sustainable development 
strategy update. In December 1999 we 
issued a document setting out expectations 
for the second round of sustainable 
development strategies. Departments were 
asked to focus their efforts on three areas: 


e assessing their first strategies — 
determining what the first strategy has 
achieved, what has changed, and what 
needs to be done differently — and 
making those assessments available in the 
consultations leading to the second 
strategies; : 


e strengthening the planning of 
strategies — drawing clear links between 
the departments’ activities, the significant 
impacts of those activities and the 
departments’ priorities for action; and 


e accelerating the development of the 
management systems needed to turn the 
strategies from talk into action. 


Sis In each of these areas, the 
support, involvement and commitment of 
senior management will be critical to 
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move the organization up the learning 
curve. In keeping with this Report’s theme 
— working together — the December 
document also indicated that departments 
need to work together in areas of shared 
responsibility. 


Departments are now 
developing their 
second sustainable 
development 
strategies for 
presentation to the 
House of Commons by 
December 2000. 

| expect a significant 
improvement in their 
quality. 


58. Implementing sustainable 
development strategies. Since the release 
of their strategies, departments have 
turned their attention to delivery. In 1998 
and 1999 they issued progress reports on 
their strategies. The progress reports are 
intended to help parliamentarians, the 
public and the departments themselves 
judge whether the strategies are on track 
or whether corrective action is required. 


oy, We will continue to report each 
year on the extent to which departments 
have done what they said they would do in 
their strategies. We will also continue to 
examine departments’ capacity to deliver 
their strategies, using the ISO 14001 
standard as our benchmark. 


60. Establishing clear and 
measurable targets. In 1998 we 
recommended that departments establish a 
clear set of benchmarks to judge whether 
their strategies are being implemented 


Task 


2001 Exhibit 4 


Departmental sustainable 
development strategies 


Conduct audits of: 


e second sustainable development strategies 


Environment and Sustainable 
Development Issues: Our Work 


e strategy implementation Plan 


Integrating the fourth “E” into the 
work of the Office of the Auditor 
General 


Has money been spent with due 
regard to economy, efficiency, 
effectiveness and environmental 
effects of those expenditures? 


Conduct audits of: 


e management of the environmental and 
sustainable development issues in the Great 
Lakes and St. Lawrence River Basin 
including water management, species and 
habitats, fisheries and agriculture 


Follow up previous audits of: 
e climate change 


e energy efficiency 


Studies Conduct a study of: 
e social dimension of sustainable development 
Petitions Monitor on behalf of the Auditor General 
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Our 2001 Report will 
focus on the federal 
government’s 
management of 
environmental and 
Sustainable develop- 
ment issues in the 
Great Lakes and St. 
Lawrence River Basin. 


successfully, and present them to the 
House of Commons in the spring of 1999. 
An assessment of those targets is 
presented in Chapter | of this Report. This 
year, 45 percent of departments presented 
targets. Half of those targets now have 
clearly stated criteria or measures of 
success and an expected completion date. 
But departments continue to use terms like 
“enhance”, “improve”, “promote”, 
“assist” and “facilitate” rather than 
specifying what is to be achieved and 
when. 


Audits of the management of 
environmental and sustainable 
development issues 


61. Through its own strategy, the 
Office of the Auditor General is working 
to make sustainable development integral 
to what we do as an Office, and how we 
do it. Over the last year, the Auditor 
General has conducted a number of audits 
with an important environmental or 
sustainable development component (see 
Appendix B). 


62. Over the next year, we will be 
looking at other issues: 


e Management of environmental and 
sustainable development issues in the 
Great Lakes and St. Lawrence River 
Basin. The 2001 Report will focus on the 
federal government’s management of 
issues in the Great Lakes and St. 
Lawrence River Basin. The Basin 
constitutes the largest freshwater system 
in the world. It has provided energy, 
drinking water, transportation, fish, and 
agricultural and recreational opportunities 
for people on both sides of the border for 
centuries. It is also one of the most 
heavily populated and industrialized 
regions in North America. The audit work 
will concentrate on aspects such as water, 
species and their habitats, fisheries and 
agriculture. It will examine issues like 
performance measurement, partnerships, 
accountability, and information for 
decision making. 


e The social dimension of sustainable 
development. To date, most of our work 
has focussed on the environmental and 
economic dimensions of sustainable 
development. The social dimension is also 
important but is not understood as well. 
Over the next year, we will review current 
thinking on the social dimension of 
sustainable development and will present 
the results to Parliament in 2001. This 
study will serve as the basis for 
establishing our future work program in 
this area. 


The petition process 


63. Amendments to the Auditor 
General Act in 1995 created the position 
of Commissioner of the Environment and 
Sustainable Development and required 
ministers to prepare sustainable 
development strategies. The amendments 
also established a petition process — a 
vehicle for Canadians to register their 
concerns about specific environmental and 
sustainable development issues that fall 
under federal jurisdiction, and to obtain a 
response to those concerns. 


64. Under the process, a Canadian 
resident can send a petition to the Auditor 
General. The petition is then forwarded to 
the appropriate federal minister for 
response. The minister has 120 days to 
respond to the petitioner. 


65. The number of petitions fell 
during the year ended 31 March 2000. 
Two new petitions were received and sent 
to ministers for a response, compared with 
9 in 1999 and 10 in 1998. One of the new 
petitions dealt with the use of toxic 
substances and the other with information 
on sustainable development in Canada’s 
national parks. A third petition was 
received late in 1998 and responded to in 
early 1999. Appendix C provides 
information on the nature and status of the 
petitions. Over the next year, we will 
conduct a review of the petition process to 
determine how it might be strengthened. 
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Conclusion 


66. This year’s Report maintained 
our focus on the challenges the federal 
government faces in managing its 
environmental and sustainable 
development agenda. Partnerships have 
figured prominently in the federal 
government’s approach. In the past 
decade, numerous commitments have 
been made that require co-operation and 
co-ordination across departments, between 
governments and with other partners if 
objectives are to be met. 


67. In earlier reports, we have 
identified persistent problems with the 
federal government’s management of key 
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issues like climate change, toxic 

substances and biodiversity. Problems 

included unclear objectives, roles and 

responsibilities; poor measurement and 

reporting of performance; and inadequate Partnerships have 
provision for review and audit. And the figured prominently in 
commitments made to Canadians were not 


being met. the federal 
68. In looking at issues like smog, government's 
acid rain, protected areas, biotechnology approach. 


and greening of government operations, 
we identified the key ingredients for 
building and sustaining effective working 
relationships. Those ingredients can serve 
as a basis for assessing current initiatives, 
for modifying them, and for designing 
new ones. 
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Appendix A 


Auditor General Act — Excerpts 


Definitions 


“appropriate Min- 


ister’’ 


“category I de- 
partment” 


“Commissioner” 
“sustainable de- 
velopment” 


“sustainable de- 
velopment strate- 


gy” 


Examination 


Idem 


Annual and addi- 
tional reports to 


the House of Com- 


mons 


Idem 


An Act respecting the Office of the Auditor General of Canada 
and sustainable development monitoring and reporting 


INTERPRETATION 
De In this Act, 


“appropriate Minister” has the meaning assigned by section 2 of the Financial Administration Act; 


“category I department” means 


(a) any department named in Schedule I to the Financial Administration Act, 
(b) any department in respect of which a direction has been made under subsection 24(3), and 
(c) any department, as defined in the Financial Administration Act, set out in the schedule; 


“Commissioner” means the Commissioner of the Environment and Sustainable Development ap- 
pointed under subsection 15.1(1); 


“sustainable development” means development that meets the needs of the present without compro- 
mising the ability of future generations to meet their own needs; 


“sustainable development strategy”, with respect to a category I department, means the depart- 
ment’s objectives, and plans of action, to further sustainable development. 


DUTIES 


sh The Auditor General is the auditor of the accounts of Canada, including those re- 
lating to the Consolidated Revenue Fund and as such shall make such examinations and inquiries as 
he considers necessary to enable him to report as required by this Act. 


6. The Auditor General shall examine the several financial statements required by 
section 64 of the Financial Administration Act to be included in the Public Accounts, and any other 
statement that the President of the Treasury Board or the Minister of Finance may present for audit 
and shall express his opinion as to whether they present fairly information in accordance with stated 
accounting policies of the federal government and on a basis consistent with that of the preceding 
year together with any reservations he may have. 


as (1) The Auditor General shall report annually to the House of Commons and 
may make, in addition to any special report made under subsection 8( 1) or 19(2) and the Commis- 
sioner’s report under subsection 23(2), not more than three additional reports in any year to the 
House of Commons 


(a) on the work of his office; and, 


(b) on whether, in carrying on the work of his office, he received all the information and ex- 
planations he required. 


. (2) Each report of the Auditor General under subsection (1) shall call attention to any- 
thing that he considers to be of significance and of a nature that should be brought to the attention of 
the House of Commons, including any cases in which he has observed that 


(a) accounts have not been faithfully and properly maintained or public money has not been 
fully accounted for or paid, where so required by law, into the Consolidated Revenue Fund; 
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(b) essential records have not been maintained or the rules and procedures applied have been 
insufficient to safeguard and control public property, to secure an effective check on the assessment, 
collection and proper allocation of the revenue and to ensure that expenditures have been made only 
as authorized; 


(c) money has been expended other than for purposes for which it was appropriated by Parlia- 
ment; 

(d) money has been expended without due regard to economy or efficiency; 

(e) satisfactory procedures have not been established to measure and report the effectiveness 


of programs, where such procedures could appropriately and reasonably be implemented; or 


(f) money has been expended without due regard to the environmental effects of those expen- 
ditures in the context of sustainable development. 


STAFF OF THE AUDITOR GENERAL 


Appointment of 15.1 (1) The Auditor General shall, in accordance with the Public Service Em- 
oO ployment Act, appoint a senior officer to be called the Commissioner of the Environment and Sus- 
tainable Development who shall report directly to the Auditor General. 


Commissioner’s (2) The Commissioner shall assist the Auditor General in performing the duties of the 
ss Auditor General set out in this Act that relate to the environment and sustainable development. 


SUSTAINABLE DEVELOPMENT 


Purpose 21.1 The purpose of the Commissioner is to provide sustainable development monitor- 
ing and reporting on the progress of category I departments towards sustainable development, which 
is a continually evolving concept based on the integration of social, economic and environmental 
concerns, and which may be achieved by, among other things, 


(a) the integration of the environment and the economy; 

(b) protecting the health of Canadians; 

(c) protecting ecosystems; 

(d) meeting international obligations; 

(e) promoting equity; 

(f) an integrated approach to planning and making decisions that takes into account the envi- 


ronmental and natural resource costs of different economic options and the economic costs of differ- 
ent environmental and natural resource options; 


(g) preventing pollution; and 
(h) respect for nature and the needs of future generations. 
Petitions received mae (1) Where the Auditor General receives a petition in writing from a resident 


of Canada about an environmental matter in the context of sustainable development that is the re- 
sponsibility of a category I department, the Auditor General shall make a record of the petition and 
forward the petition within fifteen days after the day on which it is received to the appropriate Minis- 
ter for the department. 


Acknowledgement (2) Within fifteen days after the day on which the Minister receives the petition from 
eee the Auditor General, the Minister shall send to the person who made the petition an acknowledge- 
ment of receipt of the petition and shall send a copy of the acknowledgement to the Auditor General. 
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Minister to re- (3) The Minister shall consider the petition and send to the person who made it a reply 
ae that responds to it, and shall send a copy of the reply to the Auditor General, within 
(a) one hundred and twenty days after the day on which the Minister receives the petition from 


the Auditor General; or 


(b) any longer time, where the Minister personally, within those one hundred and twenty days, 
notifies the person who made the petition that it is not possible to reply within those one hundred and 
twenty days and sends a copy of that notification to the Auditor General. 


Multiple petition- (4) Where the petition is from more that one person, it is sufficient for the Minister to 
ye send the acknowledgement and reply, and the notification, if any, to one or more of the petitioners 
rather than to all of them. 


Duty to monitor 23. (1) The Commissioner shall make any examinations and inquiries that the 
Commissioner considers necessary in order to monitor 


(a) the extent to which category I departments have met the objectives, and implemented the 
plans, set out in their sustainable development strategies laid before the House of Commons under 
section 24; and 


(b) the replies by Ministers required by subsection 22(3). 


Commissioner’s (2) The Commissioner shall, on behalf of the Auditor General, report annually to the 

Report House of Commons concerning anything that the Commissioner considers should be brought to the 
attention of that House in relation to environmental and other aspects of sustainable development, 
including 


(a) the extent to which category I departments have met the objectives, and implemented the 
plans, set out in their sustainable development strategies laid before that House under section 24: 


(b) the number of petitions recorded as required by subsection 22(1), the subject-matter of the 
petitions and their status; and 


(c) the exercising of the authority of the Governor in Council under any of subsections 24(3)to 
(); 


Submission and (3) The report required by subsection (2) shall be submitted to the Speaker of the 
tabling of report House of Commons and shall be laid before that House by the Speaker on any of the next fifteen days 
on which that House is sitting after the Speaker receives it. 


Strategies to be 24. (1) 


as The appropriate Minister for each category I department shall cause the 
able 


department to prepare a sustainable development strategy for the department and shall cause the 
strategy to be laid before the House of Commons 


(a) within two years after this subsection comes into force; or 


(b) in the case of a department that becomes a category I department on a day after this subsec- 
tion comes into force, before the earlier of the second anniversary of that day and a day fixed by the 
Governor in Council pursuant to subsection (4). ; 


Updated strategies (2) 


AG ees i The appropriate Minister for the category | department shall cause the depart- 


ment’s sustainable development strategy to be updated at least every three years and shall cause each 
updated strategy to be laid before the House of Commons on any of the next fifteen days on which 
that House is sitting after the strategy is updated. 


Governor in (3) 


sOveRROH Ine The Governor in Council may, on that recommendation of the appropriate Minis- 
Council direction 


ter for a department not named in Schedule I to the Financial Administration Act, direct that the re- 
quirements of subsections (1) and (2) apply in respect of the department. 
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Date fixed by Gov- (4) On the recommendation of the appropriate Minister for a department that be- 

ernorin Council ~~ Comes a category I department after this subsection comes into force, the Governor in Council may, 
for the purpose of subsection (1), fix the day before which the sustainable development strategy of 
the department shall be laid before the House of Commons. 


Regulations (5) The Governor in Council may, on the recommendation of the Minister of the En- 
vironment, make regulations prescribing the form in which sustainable development strategies are 
to be prepared and the information required to be contained in them. 
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Appendix B 


Environmental and Sustainable Development Work by the Office of the 


Auditor General, 1999 


Reference 


Key Conclusions 


| Fisheries and Oceans — Managing 
| Atlantic Shellfish in a Sustainable 
Manner, Chapter 4 


In October 1997, we reported on problems associated with the Department’s 
management of the Atlantic groundfish fisheries. In the current audit, we found 
that many of these problems also exist in the Department’s management of the 
Atlantic shellfish fisheries. For example, we noted increases in harvesting 
capacity and the encouragement of increased fisher participation through open 
access licensing in the shellfish fisheries. In addition, we found weaknesses in 
the information used in making resource decisions, and gaps in monitoring, 
control and surveillance. The full impact of these problems is not obvious, as 
most shellfish fisheries are currently recording high landed values. However, in 
our view these are significant concerns that must be addressed to ensure that the 
shellfish fisheries are managed in a sustainable manner. (paragraph 4.1) 


The Atlantic Groundfish Strategy 
| Follow-up, Chapter 8 


We believe the government’s efforts to implement the recommendations in our 
October 1997 Report Chapter 16 on The Atlantic Groundfish Strategy (TAGS) 
have been satisfactory. New fishery restructuring and adjustment measures are 
being implemented. In contrast to our observations of 1997, the eligibility 
criteria for the new measures are clear, logical and applicable. The 
accountability framework established for the measures corrects the shortcomings 
we had identified in TAGS: it clearly defines the responsibilities of the 
organizations involved, sets out an overall strategic plan and provides for a 
formal co-ordination mechanism. (paragraphs 8.1 and 8.2) 


National Defence — Hazardous 
| Materials: Managing Risks to 
Employees and the Environment, 
Chapter 13 


Our audit at 10 Canadian Forces bases found widespread, frequent and recurring 
instances in which National Defence did not meet the legal and policy 
requirements that govern hazardous materials. Such instances may put 
employees and the environment at increased risk. The Department has made 
efforts to improve its management of hazardous materials. While there are few 
clear measures of the impact of these efforts, we did find that injury rates for 
hazardous material injuries that require at least one day off work declined by 
more than half from 1993 to 1997. Nevertheless, not all lapses in compliance 
result in accidents — some could damage employee health or the environment 
over the long term. (paragraphs 13.1 and 13.2) 


L = = 
| Canada Infrastructure Works 
| Program — Phase II and Follow-up 
of Phase I Audit, Chapter 17 


The follow-up to our 1996 audit chapter indicates limited progress overall in 
addressing the range of deficiencies we identified in Phase I of the Canada 
Infrastructure Works Program. The main area of improvement was in 
undertaking environmental assessments before federal approval of infrastructure 
projects. However, weaknesses remained in the identification and monitoring of 
mitigation measures where those were required. (paragraphs 17.88 to 17.94) 


Fisheries and Oceans — Pacific 
_ Salmon: Sustainability of the 
Fisheries, Chapter 20 


The Pacific salmon fisheries are in trouble. Catches have declined overall, but 
the commercial catch has plummeted. The long-term sustainability of the 
fisheries is at risk because factors like overfishing, habitat loss, and declining 
ocean productivity have eroded the resource base. The result is a fisheries 
management crisis that has cast a cloud of uncertainty over the future of the 
salmon fisheries. Salmon fishing will continue, but more stringent controls are 
needed in the short term to ensure that salmon survive for the benefit of future 
generations. (paragraph 20.1) 


to 
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T 
Subject of Petition* Petitioner: Federal Date of Date Response Response 
Department: Petition Received 
19. Enforcement. The petitioner | Alice | Fisheries and | 30 November | 23 April 1999 The Minister of Fisheries and 
requested an investigation of | Chambers Oceans | 1998 Oceans provided information on 


the non-enforcement of 
environmental protection 
legislation by the federal 
departments of Fisheries and 
Oceans and Environment 
concerning past and ongoing 
operations of the Pine Falls | 
Paper Company in Pine | 
Falls, Manitoba. 


the Canadian Coast Guard 
inspection of Pine Falls Paper 
Company’s bridges. The 
Canadian Coast Guard 
determined that 14 of the 
company’s 26 bridges that are 
over navigable waters do not 
pose a hazard to navigation and 
no further action is warranted. 
Environmental assessments 
were required for 9 of the 
bridges and have been 
conducted and approved, with 
the exception of the ongoing 
assessment of the Manigotagan 
Bridge. Given the timeframe 
between the construction of 
these bridges and the point at 
which Fisheries and Oceans 
became aware of any potential 
impacts to fish habitat, it would 
be difficult to prove that harm 
to fish habitat took place at the 
sites. Fisheries and Oceans 
hopes to address any future 
potential fish habitat impacts 
associated with these bridges 
through identified mitigation 
measures for maintenance and 
decommissioning. 


* Petitions | to 7 were included in our 1998 Report and 8 to 18 in our 1999 Report. 
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Subject of Petition 


Petitioner: 


Federal 
Department: 


Date of 
Petition 


Date Response 
Received 


Response 


Environment 
Canada 


21 April 1999 


The Minister of the 
Environment referred to a 
previous letter from 
Environment Canada to the 
petitioner explaining why 
charges were not laid against 
the mill under the Fisheries Act. 
That letter explained that the 
Environmental Effects 
Monitoring requirements were 
being implemented for the first 
time in Canada. Problems at the 
Pine Falls Paper Mill were not 
solely attributable to the 
company. Government 
participants had to take some 
responsibility. As a result, it 
was decided that a lengthy legal 
process would be unlikely to 
succeed and a poor use of 
taxpayers money. Instead, the 
focus was on resolving all 
administrative and technical 
problems. The Minister 
explained that the Department 
believed that compliance with 
the Pulp and Paper Effluent 
Regulations could be achieved 
with the installation of a 
secondary treatment system. 
The Minister also explained that 
prosecution for one of the 
company’s spills was warranted 
while in other cases it was not, 
based on the nature of the 
violation, the effectiveness in 
achieving the desired result, and 
consistency in enforcement. 
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Subject of Petition Petitioner: Federal Date of Date Response Response 
Department: Petition Received 
20. Toxic Substances. The Nelson A. Health 25 August 27 October The Minister of Health assured 
petitioner expressed concerns | Riis, Member Canada 1999 1999 the petitioner that Canada has 
about the use of pesticides, of Parliament one of the most stringent 
herbicides and fertilizers on for Kamloops, pesticide regulatory systems in 
ginseng farms throughout Thompson & the world. Pest control products 
Rent Briach Colunbin: Highland are regulated under the Pest 
ilibe petitioner was concemed Valleys on : Control Products Act and 
: m behalf of the registered by the Pest 
about the impact of these ; : 
residents of Management Regulatory 
products on the land, the the Agency (PMRA). Products are 
river systems and the health Kamloops, registered only if sufficient 
of farm workers and others British scientific data have been 
indirectly related to the Columbia provided to assess the safety 
farms. region. and value of the product. The 


assessment must conclude that 
the human health and 
environmental risks associated 
with the prescribed use of the 
product are acceptable, and that 
the product is effective for its 
intended use. Products 
registered for application on 
ginseng have been assessed for 
their safety and value and can 
be employed for their intended 
use. No undue harm to human 
health and the environment will 
occur when the label directions 
are carefully read, understood 
and adhered to. The PMRA has 
recently completed a program 
directed at ginseng growers that 
was intended to familiarize 
them with the pesticide 
regulatory system and to inspect 
for pesticide use. Recent 
inspections showed that ginseng 
growers use the proper products 
and are aware of the importance 
of careful and judicious use of 
pesticides. Worker exposure to 
pest control products during 
application, and to residues 
upon re-entry into treated fields, 
is also considered in the 
assessment of control products. 
The PMRA is currently 
involved in two initiatives 
related to re-entry exposure. 


in) 
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Subject of Petition Petitioner: Federal Date of Date Response Response 
Department: Petition Received 
21. Sustainable Development. Pat Crowley Parks Canada 10 January Pending 
The petitioner expressed 2000 


concerns that Parks Canada 
has not developed 
information on the three 
dimensions of sustainable 
development — economic, 
environmental and social. 
The petitioner alleged that 
the Banff-Bow Valley Study, 
the Jasper Management Plan 
and the Jasper Community 
Plan lack social and 
economic data. The 
petitioner also alleged that 
the National Parks Revenue 
Policy, which states that 
science is to be funded only 
from appropriations, is 
ignored within Jasper 
National Park with moneys 
being directed to science 
programs rather than the 
maintenance of capital assets 
and visitor services. 
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Appendix D 


Panel of Advisors to the Commissioner of the Environment and Sustainable 
Development 


Blair Feltmate 
President 
Sustainable Systems Associates Limited, Pickering, Ont. 


Chris Henderson 
Chief Executive Officer 
The Delphi Group, Ottawa, Ont. 


Tony Hodge 
Environmental Consultant 
Victoria, B.C. : 


Susan Holtz 
Environmental Consultant 
Ferguson’s Cove, N.S. 


Claude-André Lachance 
Director, Government Affairs 
Dow Chemical Canada Inc., Ottawa, Ont. 


Ken Ogilvie 
Executive Director 
Pollution Probe, Toronto, Ont. 


Beatrice Olivastri 
Chief Executive Officer 
Friends of the Earth, Ottawa, Ont. 


Robert Page 
Vice President, Sustainable Development 
TransAlta Corporation, Calgary, Alta. 


Richard Paton 
President 
The Canadian Chemical Producers’ Association, Ottawa, Ont. 


Glen Toner 
Professor, School of Public Administration 
Carleton University, Ottawa, Ont. 


Peter Victor 
Dean, Faculty of Environmental Studies 
York University, North York, Ont. 
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Implementing Sustainable 
Development Strategies: Year Two 


Work in Progress 


Chapter 1 - Main Points 


1.1 The information that most departments provided in their second annual progress reports on sustainable 
development strategies continued to fall well short of the information specified in the Treasury Board’s Guideline 
for the Preparation of Departmental Performance Reports to Parliament. Thus, parliamentarians, Canadians and 
other stakeholders will find it difficult to judge whether the strategies are on track or whether corrective action is 
required. We expect that the quality of reporting will improve as departments adopt a more systematic approach to 
managing strategy implementation. 


1:2 Overall, strategy implementation seems to be progressing. Based on our assessment of the information 
reported by departments in 1999, they met about 20 percent of the commitments set out in the sustainable 
development strategies, compared with 11 percent in 1998. Departments are also working on their management 
practices for implementing the strategies. Last year we reported that, on average, departments had established 
about one third of the management practices reflected in the ISO 14001 management standard, which is a 
benchmark of good practice. This year, on average, the six departments we examined were applying about half of 
those practices. 


1.3 However, in four of the six departments, the management practices do not yet provide reasonable 
assurance that their strategies will be implemented consistently and achieve the intended results. We continue to 
believe that departments should establish and apply a management systems approach to support the 
implementation of their strategies. 


Background and other observations 


1.4 In 1997, 28 federal government departments and agencies tabled their first sustainable development 
strategies in the House of Commons. Since then, they have been working to implement their strategies. 
Departments are required to report annually to the House on their progress. This chapter provides the 
Commissioner’s second annual assessment of that progress. 


1.5 In his 1998 report, the Commissioner recommended that departments establish clear and measurable 
targets that they, parliamentarians and the public could use to judge whether or not the strategies are being 
implemented successfully. This year we reviewed the departments’ revised targets to determine whether they had 
clearly stated the criterion or measure of success for each target and indicated an expected completion date. About 
50 percent of the revised targets include a clearly stated criterion or measure of success and an expected 
completion date. Only 45 percent of departments included targets and performance indicators in their performance 
reports. 


1.6 Last year we examined the management practices that six departments were following to implement their 
sustainable development strategies. As a benchmark of good practice, we used the ISO 14001 standard for 
environmental management systems. This year, using the same benchmark, we assessed the management practices 
of another six departments. In four of them we found significant gaps between their practices and the ISO 
standard. These four departments are still in the early stages of establishing a systematic approach to strateg 
implementation. They have not yet adopted a systematic approach to identifying their priorities, defining 
management expectations, assigning accountability for results at lower levels in the organization and identifying 
related training needs, or performing the self-assessments that would facilitate steady improvement. 


Nn 
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Greening Government Operations 


When Will the Government 
Measure Up? 


Chapter 2 - Main Points 


Zl A decade of commitments to green government operations. Since 1990, the federal government has 
made commitments to Canadians that it would green its operations. Yet, a decade later, there is a lack of 
rudimentary information about government’s vast operations, the costs of which are likely more than $400 million 
annually for water, energy and waste disposal. We found that the government does not have complete and accurate 
data on the annual cost of running its buildings and on the environmental impacts of its operations. Given the 
magnitude of the dollars involved, we believe it is important that the government know its annual heating, lighting 
and water bills. 


eps Parliament ought to be concerned. Departments embarked on the journey toward implementing an 
environmental performance measurement system in 1997, yet they are making uneven and slow progress. No 
department has fully implemented all the elements of the performance measurement framework. Parliament ought 
to be concerned about the current rate of implementation. 


23 Canadians will not get a consolidated performance report in the foreseeable future. Given the way 
the government has chosen to manage its environmental agenda, Canadians will not be getting a consolidated 
performance report in the foreseeable future. We found very limited use of common performance indicators to 
measure and report on departmental progress in greening operations. There is also a lack of clear focus for 
developing common environmental reporting standards. Leadership is fragmented. No organization has been given 
the responsibility, or sees itself as the lead, for establishing a consistent, consolidated and coherent federal 
approach to reporting environmental performance. 


Background and other observations 


2.4 In the October 1999 Speech from the Throne, the government reiterated its commitment to greening 
operations and to making itself a model of environmental excellence. As the single largest business and employer 
in Canada, the federal government is in a position to lead by example. To be a model of environmental excellence, 
the government has to demonstrate to Parliament and Canadians that it has its own house in order. Parliament 
needs an overall picture of the results that have been achieved, 


25 The government needs to take a systematic approach to greening its operations to effectively fulfil its 
stewardship responsibilities, contribute to sustainable development goals, ensure compliance with regulations, and 


meet international commitments. Full implementation of an environmental performance system will go a long 
way toward satisfying this need. 


2.6 This audit is part of a long-term project that began three years ago. The objective of the audit this year 
was to provide Parliament with an assessment of the status of departmental progress in implementing 
environmental performance measurement for government operations. We expect that the results of this audit will 
assist departments in implementing environmental performance measurement for government operations and 
improve the information available to departmental decision makers and to Parliament. 
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Departments responded jointly through the Privy Council Office, indicating their support for the 
recommendations in the chapter. Interdepartmental discussion has begun on the appropriate accountability 
framework and action plan necessary to contribute to more uniform reporting of progress. Public Works 
and Government Services Canada, in its response, expressed its commitment to working with other 
departments to improve measures for greening tenant department operations in both Crown-owned and 
Crown-leased facilities. 
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Government Support for 
Energy Investments 


Chapter 3 - Main Points 


SP We undertook this study to give Parliament comprehensive information on the support provided by 
government for energy investments and to determine whether this support favours the non-renewable energy 
sector. We were particularly interested in support through the tax system because it is less transparent than direct 
support. We also wanted to explore reasons why energy from renewable sources, other than large-scale 
hydro-electric projects, makes up a small portion of Canada’s energy mix. We sought to determine whether tax 
incentives are a major contributor to this situation. 


3.2 Overall, we found that with a few exceptions, federal government support today for energy investments, 
including support through the tax system, does not particularly favour the non-renewable sector over the 
renewable sector. We also found that in the past, governments have intervened in energy markets for various 
reasons through direct spending, regulations and tax incentives. Most of the federal spending and tax incentives 
have been for non-renewable resources, the predominant source of energy in Canada. 


aes) All forms of energy are competing for investment dollars against many other investment opportunities. 
Investments with higher rates of return, established markets and good track records are the ones that attract 
investors. Most investors we surveyed find that many renewable energy investments do not currently have these 
features. As well, the payback period is often too long for investments in renewable energy and energy efficiency 
to make them the preferred choice. 


3.4 The federal government stated in its 1996 Renewable Energy Strategy that it wants to increase 
investments in renewable energy. It has also said for many years that it wants Canadians to use energy more 
efficiently. Given the barriers we have identified, the federal government may wish to consider developing new 


Strategies and approaches to accomplish its stated objectives for investments in renewable energy and energy 
efficiency. 


Background and other observations 


3.5 In December 1997, Canada and 160 other nations negotiated the Kyoto Protocol, an agreement on 
climate change to reduce emissions of six important greenhouse gases, including carbon dioxide. (The main 
source of human-induced greenhouse gas emissions in Canada is the production and consumption of fossil fuels 
such as oil, natural gas and coal.) For its part, Canada committed to reducing its emissions to six percent below 
1990 levels by 2008-2012. But Canada’s emissions were already 13 percent above 1990 levels by 1997 and are 
expected to keep growing. Unless Canada takes new measures, Natural Resources Canada estimates that Canada 
will actually have to reduce emissions by at least 26 percent from their forecast levels to meet the Kyoto target. 


> 


3.6 For the purpose of this study, “non-renewable sources of energy” included oil, natural gas and coal 
(which are fossil fuels) and nuclear power. “Renewable sources of energy” included water (large-scale and 


small-scale hydro-electric projects), wind, the sun, the photovoltaic cell (energy produced by exposing to light two 


dissimilar materials), biomass (plant materials and animal waste), ethanol, geothermal power (heat energy 
produced in the earth), and waves or tides. 


3.7 Governments have used the tax system to encourage exploration for and development of various sources 
of energy. Most of the federal tax provisions that exist today accelerate the write-off of an expense for tax 
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purposes. This means that the taxpayer reduces current taxes but pays higher taxes later. Accelerated write-offs are 
a benefit mainly because of the “time value” of money. Investors who can reduce current taxes are able to achieve 
a higher rate of return on their investment and have more cash for other investments. 


3.8 An adequate rate of return on investment was the factor most frequently mentioned by our survey 
respondents in assessing the potential of an investment project. As the International Energy Agency pointed out, 
many renewable energy projects do not yet provide an adequate rate of return to make them a desirable 
investment. Three reasons for this are markets are difficult to enter, renewable energy products generally cost 
more than non-renewable ones, and payback periods are often longer. 
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Smog 
Our Health at Risk 


Chapter 4 - Main Points 


Smog poses a serious threat to Canadians 


4.1 Over the last decade, the federal government has stated repeatedly that Canada’s smog problem is a 
major public health issue and one that poses a serious threat to the environment. Its most significant impact is the 
adverse effects it has on the health of Canadians, particularly the most vulnerable members of society — the 
elderly, our children and those with heart disease and lung and other respiratory diseases. Even healthy adults are 
vulnerable to the adverse effects of smog. 


4.2 The federal government estimates that air pollution can be linked to 5,000 premature deaths each year in 
11 major Canadian cities. This is a relatively large number of deaths when compared with some of the other 
involuntary risks that Canadians face. In addition, a far larger number of Canadians experience less serious but 
more widespread impacts that can place a significant burden on our health care system. For example, exposure to 
smog can result in respiratory or other problems that can interfere with quality of life and physical performance. 
Other potential effects include increased use of medication, more visits to doctors or emergency rooms and even 
admissions to hospital. 


4.3 Smog also affects Canada’s agricultural and forestry sectors. Millions of dollars are lost each year in the 
agricultural sector due to the impact of common air pollutants on crops. 


4.4 In a 1999 survey conducted for Health Canada, 24 percent of Canadians identified air pollution as their 
provinces’ most serious environmental issue. In addition, 61 percent said they are “very concerned” about air 
quality problems. While many Canadians are aware that smog is bad for their health and their environment, there 
is a need to improve their understanding of the problem and what they can do about it. 


No time for complacency 


4.5 While there have been downward trends in some pollutants commonly found in outdoor air, trends now 
appear to be levelling off or even increasing. Past improvements in air quality are slowly being eroded by 
increased emissions as a result of greater consumption of energy. 


4.6 The federal government has stated that current scientific knowledge presents compelling evidence of the 
need for urgent action on smog. Federal strategies on air pollution were originally based on the belief that there 


were lower limits at which the main pollutants in smog were safe. However, recent research has been unable to 
identify safe levels of ozone or particulate matter. 


4.7 Environment Canada expects that air quality will continue to deteriorate unless governments, industry 
and individual Canadians make a concerted effort to reduce smog. 


Starting out on the right foot — but failing to take the next steps 


4.8 In 1990, the Canadian Council of Ministers of the Environment (CCME) endorsed a three-phase national 
plan to reduce levels of pollutants. The plan focussed on nitrogen oxides (NOx) and volatile organic compounds 
(VOC). Both of these lead to the formation of ozone, a major component of smog. The national plan’s objective 
was to “fully resolve” the ozone problems in Canada by 2005. 
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4.9 We believe that the 1990 NOx/VOC Management Plan represented a major achievement by the federal, 
provincial and territorial governments and provided sound strategic direction for addressing Canada’s smog 
problem. 


4.10 However, after endorsing the Plan the partners never reached agreement on the details of a framework for 
implementing it. The Plan evolved over the past 10 years without many of the key elements of good management. 


4.11 Environment ministers originally agreed to negotiate federal-provincial partnership agreements within 
one year, outlining who would do what by when. When no such agreements were prepared, the Plan was destined 
to fail. An appropriate accountability regime was never put in place to clarify the roles, responsibilities and 
expected performance of each level of government. As a consequence, it is not clear whom the public and 
Parliament can hold to account should the Plan fail. 


4.12 Although the 1990 Plan was never implemented as originally envisioned, the federal government did 
most of what it had said it would do under the first of the Plan’s three phases. However, the federal contribution to 
reducing emissions was expected to be modest compared with the size of the problem. Under the Plan, the efforts 
of others were supposed to achieve the bulk of emission reductions. 


4.13 Environment Canada failed to provide the public and Parliament with meaningful, comprehensive and 
timely information about action on the promises made to Canadians in 1990 and on the results of national efforts. 
The lack of transparent information means that the public and Parliament cannot determine whether Canada is 
addressing its smog problem at a reasonable pace. 


4.14 The federal government acknowledges that despite years of national effort, progress has been slower than 
planned and the original target date will likely not be met. Moreover, new pollution concerns must be addressed 
and levels of smog-causing pollutants significantly reduced. Environment Canada has commented publicly on the 
need for urgent high-priority action to address this chronic and stubborn problem. 


Where to go from here? 


4.15 No one level of government and no one industry can resolve the smog problem alone. There is no one 
solution; dealing with smog will require a long-term, concerted effort by all Canadians. Arrangements must be 
developed that will work in this difficult context. Canada will need strong leadership from the federal government 
to encourage co-operative action in all sectors of society. 


4.16 As the federal leader in protecting Canada’s air quality, Environment Canada has a responsibility that 
goes beyond its own smog-reduction activities and its co-ordination of federal activities. It is also responsible for 
facilitating federal/provincial/territorial collaboration and working with its partners to develop effective national 
strategies and plans. 


4.17 The federal government has identified the importance of using a broad range of tools to reduce smog. For 
the most part, however, it has relied on the voluntary co-operation of others and has used regulatory instruments 
only selectively. It needs to develop a comprehensive federal approach that fully addresses the sources of 
smog-causing pollutants. 


4.18 The approach used for federal/provincial/territorial collaboration has proved ineffective at achieving the 
results promised to Canadians under the 1990 Plan. It remains to be seen whether the new Canada-Wide Standards 
process under the 1998 Canada-Wide Accord on Environmental Harmonization will be more effective. Whether 
the new process will establish clear accountability for results and transparent information to the public and 
Parliament also remains to be seen. 


Background and other observations 


4.19 The smog problem is difficult and complex. Smog is made up of various pollutants from many different 
sources. It crosses borders and affects different people in different ways. Although smog is defined by its main 
components — ozone and particulate matter — the “basket” of pollutants that contribute to the formation of smog 
also includes nitrogen oxides, volatile organic compounds, sulphur dioxide and carbon monoxide. 
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4.20 The air pollutants that cause smog today are largely by-products of industrial activities and the burning of 
fossil fuels (oil, natural gas and coal). Many of the solutions to the smog problem will require Canadians to 
change the way they produce and use energy. 


4.21 Environment Canada has taken the federal and national lead, and represents Canada at the international 
level. In Canada, however, no jurisdiction has sole authority to regulate or control all aspects of smog reduction. 
While the federal government works to reduce smog nationally, complementary efforts of the provinces, territories 
and municipalities have a major impact on the pace of progress. 


4.22 To help assess progress in the future, the federal government needs to work with the provinces and 
territories to identify and prioritize the requirements of the national air pollutant monitoring network. As part of 
any future commitments, they need to determine their respective roles and responsibilities for maintaining and 
enhancing the network. 


4.23 Ten years after the federal, provincial and territorial environment ministers identified smog as a serious 
threat to public health and the environment, their governments are still developing national strategies and plans for 
combating smog. They are considering new standards for ozone and particulate matter, but the proposed targets 
are far in the future. 


4.24 While finding solutions to smog has often seemed beyond Canada’s reach, there is cause for hope. 
Canada has taken action to reduce some of the components of smog and has had some success in improving air 
quality in general. Canadian governments and industry have demonstrated that they can tackle difficult problems 
of air pollution, and similar results should be possible with smog. 


The response of Environment Canada is included in this chapter. The Department agrees that smog is an 
important public health concern that requires further action and sustained investment. It also agrees that 
sound management principles should be incorporated into future management arrangements under the 
Canada-Wide Standards for Particulate Matter and Ozone. Environment Canada is committed to providing 
meaningful and timely information on performance expectations and results. 
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Partnerships for Sustainable 
Development 


Overview 


Chapter 5 — Main Points 


5.1 Some of the most pressing challenges facing governments today cut across departmental mandates and 
political jurisdictions. To address those challenges, governments look increasingly to partnering arrangements for 
policy development and program delivery. 


Sy Managing these working relationships — within governments, between governments and with other 
partners — has proved to be a particular challenge. For effective collaborative arrangements — where partners 
work together to meet common objectives — certain attributes are desirable. Credible reporting, effective 
accountability mechanisms, transparent processes and protection of the public interest are basic elements of a 
framework for those arrangements. Participants in such arrangements themselves identified five key success 
factors: clear and realistic objectives and expectations for results; shared or complementary goals; effective and 
committed individuals; clear benefits for participating organizations; and senior management interest, support and 
commitment. 


ae To manage their working relationships effectively, departments need to take a broader view of what 
constitutes success, giving greater weight to accountability. It is not that people involved do not know how to 
develop and maintain working relationships and what is needed for accountability. Rather, the challenge is to turn 
knowledge into action. The Privy Council Office and the Treasury Board Secretariat have important roles to play 
in ensuring that the principles and elements of a good working relationship are understood and applied by 
departments. 


Background and other observations 


5.4 In areas of shared responsibility — like protecting the environment and promoting sustainable 
development — co-operation and co-ordination are essential to meeting common policy objectives. Even when 
not essential, they are desirable — partnerships can also improve program efficiency and effectiveness. Without 
co-operation and co-ordination, relevant expertise and viewpoints may not be appropriately integrated into 
decision making. Problems may not be well defined, priorities may not be well developed and policies may not be 
implemented. 


5.5 This chapter — along with the following three chapters — looks at building and sustaining effective 
working relationships to protect the environment and promote sustainable development. Chapter 6 reports on 
working arrangements within the federal government, Chapter 7 on federal-provincial relationships and Chapter 8 
on public-private partnerships. These chapters together present the results of 17 case studies of organizations 
working co-operatively to meet common objectives in areas like biotechnology, acid rain, forestry and mining. 


A joint response by the Privy Council Office and the Treasury Board Secretariat is included in this chapter. 
They agree with our recommendation and note that initiatives are under way to strengthen horizontal policy 
development and issues-management capacity. 
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Working Together in the 
Federal Government 


Chapter 6 - Main Points 


6.1 Canada’s unique approach to achieving sustainable development demands that federal departments work 
well with one another. They can use a variety of mechanisms, ranging from the creation of new organizations to 
cost-sharing agreements to voluntary networks for information exchange. Through six case studies, we examined 
the key factors affecting the success of such mechanisms. 


6.2 We found that departments need to define clearly “who does what”. Key problem areas include unclear 
objectives, poorly defined responsibilities, unclear accountability and weak dispute resolution. Critical success 
factors include managing the effects of participant turnover, ensuring that departments have the incentives to 
collaborate, and paying sufficient attention to the results of monitoring and evaluation to learn from past 
experience. 


6.3 Good interdepartmental co-ordination is limited by departments’ inability to compel other departments to 
act, except through persuasion and negotiation. The primary central agencies, the Privy Council Office and the 
Treasury Board Secretariat, may have a crucial role to play in achieving a “Government of Canada” perspective. 


Background and other observations 


6.4 The first case study we considered, the recently renewed Canadian Biotechnology Strategy, involves over 
20 departments and agencies and the creation of a new secretariat. It was built on a successful consultation effort, 
but now faces issues of unclear roles and responsibilities, increased bureaucracy and administrative weaknesses. 
Concrete action plans and an evaluation plan have not yet been made public. 


6.5 Natural Resources Canada and Indian and Northern Affairs Canada are promoting forestry-based 
economic opportunities for First Nations communities. Clear objectives and a flexible management structure have 
Supported the program’s success. For example, other organizations contributed $21 million beyond initially 
planned levels. We identified the need for improved co-ordination with other departments and for better 
monitoring of results. 


6.6 The federal government has committed to taking environmental concerns into account in its purchases of 
over $14 billion annually in goods and services. A centrally co-ordinated approach is needed to ensure that this 
objective can be achieved at the best value for taxpayers. Despite repeated attempts to co-ordinate over the last 
decade, departmental policies are missing or inconsistent, efforts are being duplicated, and roles and 


responsibilities are not clear. We believe the Treasury Board Secretariat needs to play a central role in 
co-ordination. 


6.7 Canada has played a key role in international negotiations to regulate the transboundary movement of 
living genetically modified organisms. An interdepartmental working group successfully prepared a negotiating 
position in the face of very high stakes, uncertain impacts, and conflicting perspectives. The departments went 
through a long and difficult process in which disputes were not always effectively resolved. In our view, the 


federal government needs to take a strategic approach to managing the tension between the trade and 
environmental agendas. 
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6.8 Led by Environment Canada, departments worked together and with other stakeholders to assess the 
aquatic effects of effluent from metal mines. Solid planning, a neutral secretariat, good dispute resolution and 
adequate resources helped ensure a successful outcome. This success was built on past experience with pulp and 
paper regulations. 


6.9 In our last case study, we examined co-ordination among departments with respect to their sustainable 
development strategies. In the first round of strategies, departments did not adequately co-ordinate their content, 
shared commitments and consultation processes. The Interdepartmental Network on Sustainable Development 
Strategies is facilitating improved information exchange and co-ordination among departments for the second 
round. The effectiveness of the Network is limited, however, by its voluntary nature, unclear reporting 
relationships and high turnover of participants. 


The departments’ and agencies’ responses to our recommendations are included in the chapter. They agree 
with the recommendations and describe actions to deal with some of them. 


Report of the Commissioner of the Environment and Sustainable Development — 2000 


fae EBA a a 


Co-operation Between Federal, 
Provincial and Territorial 
Governments 


Chapter 7 - Main Points 


7.1 The shared nature of environmental jurisdiction requires close co-operation between federal, provincial 
and territorial governments. Successful co-operation agreements depend on a mix of subjective and objective 
considerations. The case studies in this chapter demonstrate the importance of relationships where partners build 
and maintain trust between them. They show that leadership and commitment from all parties involved are 
essential as well as public and political support. Finally, they confirm that partners need the discipline to follow all 
the necessary steps during the life cycle of an agreement. The key to a successful co-operation agreement is 
meeting all or most of these conditions. 


7.2 Before entering into an agreement, prospective partners need to be convinced that the issue is important 
and that a partnership is likely to be the best way of dealing with it. They need to recognize their respective 
jurisdictions and take into account the ability of their potential partners to deliver desired results. As well, they 
need to consult and involve all the organizations whose commitment is essential to achieving the agreement’s 
objectives. If the partners do not meet these conditions, they could still reach an agreement but likely would not 
accomplish desired results. 


Ths) In designing the agreement, accountability issues between the partners become important. Does the 
agreement specify clear, common or complementary objectives, time frames and expected results as well as clear 
roles and responsibilities? Are there appropriate provisions for co-ordinating, monitoring and reporting 
performance as well as evaluating and modifying the agreement, if necessary? 


7.4 During the implementation of the agreement, partners have to keep their commitments. Each partner 
needs to produce an early action plan that defines clear roles and responsibilities within its own organization and 
that sets targets and time frames. Partners also need to integrate the agreement’s objectives into their policies and 


operations. Finally, partners must co-ordinate activities, monitor results and submit timely and transparent 
progress reports. 


7.5 Our case studies also provide examples of the “tight-loose” working relationship referred to in Chapter 5 
of this Report. The relationship is one that is “‘tight” (or strict) on the results that partners have to achieve based 


on intergovernmental agreement and “‘loose” (or lenient) on the way they achieve them in the particular 
circumstances of each jurisdiction. 


Background and other observations 


7.6 The environment — and many other aspects of sustainable development — is a matter of shared 
jurisdiction between the federal and provincial governments. It is not specifically mentioned in the Constitution. 
Rather, both levels of government have constitutional powers over various matters that permit them to pass 


legislation to deal with environmental issues. In our previous reports, we recognized the complexity of managing 
within areas of shared jurisdiction. 


Ts This chapter presents five case studies involving federal, provincial and territorial governments working 

together on sustainable development issues: the Eastern Canada Acid Rain Program, the National Forest Strategy, 
the North American Waterfowl Management Plan, the Statement of Commitment to Complete Canada’s Networks 
of Protected Areas, and the Greenhouse Gas Emission Reduction Trading Pilot. 
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Working With the Private Sector 


Chapter 8 — Main Points 


8.1 The purpose of our study was to draw to Parliament’s attention the use of co-operative arrangements 
between government and the private sector to achieve environmental and broader sustainable development goals. 
There has been an increase in the use of such arrangements, which include negotiated rule making, flexible 
approaches to enforcement, voluntary codes of conduct and agreements. 


8.2 Concerns have been raised about the accountability, credibility and effectiveness of co-operative 
arrangements. These types of arrangements are relatively new so that general conclusions about their effectiveness 
can not yet be reached. We noted their benefits and challenges, and the lessons that can be applied to address these 
concerns. 


8.3 Co-operative arrangements offer a promising and imaginative way to solve many problems of pricrity 
setting, equity and efficiency that come with building an approach based on the principles of sustainable 
development. However, they must be developed and implemented with care. A co-operative arrangement is one of 
many approaches to implementing public policy and is not appropriate for solving all problems. It is most 
effective when it is carried out within a strong framework of regulation and enforcement. 


8.4 Government cannot delegate its accountability for achieving public policy objectives and protecting the. 
public good. To address this accountability through the use of co-operative arrangements, government needs to set 
clear objectives, establish management and reporting mechanisms to ensure transparency, and consult when 
identifying participants and other interested parties. 


Background and other observations 


8.5 The case studies in this chapter draw attention to the innovative use of co-operative arrangements to 
develop solutions to environmental and broader sustainable development problems, to implement these solutions 
and to contribute to the policy agenda. They highlight opportunities and challenges across a range of policy tools, 
from improving effectiveness of regulation to advancing a management approach, to demonstrating and 
encouraging integrated decision making. 


8.6 We noted how co-operative arrangements have the potential to allow both public and private sector 
organizations to extend their reach beyond their core competencies and constituencies. By concentrating a variety 
of resources, perspectives and capabilities, parties can meet their objectives more effectively. They can identify 
new and innovative solutions to address the concerns of different interested parties. 


8.7 The establishment of co-operative initiatives presents a number of challenges. There is a need to 
determine where compatible goals and mutual benefits exist for each of the parties. Finding the right participants, 
securing resources, establishing relationships and building trust take time and patience. Agreeing on the respective 
roles and responsibilities of the participants requires commitment and attention to detail. 


Report of the Commissioner of the Environment and Sustainable Development — 2000 17 


Follow-Up of Previous Audits: 
More Action Needed 


Chapter 9 — Main Points 


9.1 The purpose of follow-up is to inform Parliament about actions that federal departments have taken to 
address previous observations and recommendations of the Auditor General and the Commissioner of the 
Environment and Sustainable Development. This follow-up chapter reports on the status of four separate audits. 


9.2 We are not satisfied with the overall progress that federal departments have made in addressing the 
findings in Chapter 4 of the April 1997 Report of the Auditor General, Control of the Transboundary Movement of 
Hazardous Waste. Canada is still not in a position to know the extent to which it is fulfilling its international 
obligations to prevent illegal traffic of hazardous waste at the border and does not have an action plan to address 
significant gaps. 


wy) We are satisfied with the progress that departments have made in addressing the findings in Chapter 27 of 
the December 1997 Report of the Auditor General, Ozone Layer Protection: The Unfinished Journey. 
Environment Canada, the lead federal department, has shown strong commitment and leadership, internationally 
and domestically, in developing policies and programs aimed at eliminating or reducing ozone-depleting 
substances (ODS). Canada continues to meet its international phase-out and financial obligations and, with the 
provinces, maintains a national program for the recovery and recycling of ODS. Environment Canada needs to 
make further progress in enforcing the ODS regulations of the Canadian Environmental Protection Act, setting 
direction for federal departments, and planning for the future. 


9.4 Environment Canada’s enforcement program continues to be a cause of significant concern. We 
examined enforcement activities in the audits of the transboundary movement of hazardous waste and ozone layer 
protection. In our follow-up we found little or no improvement in many enforcement-related activities. 
Environment Canada provided us with conflicting data on inspection activities at the border. 


9.5 With respect to Chapter 4 of the May 1998 Report of the Commissioner of the Environment and 
Sustainable Development, Canada’s Biodiversity Clock Is Ticking, we are satisfied overall with the progress that 
departments have made. We recognize that the implementation of the Canadian Biodiversity Strategy is a complex 
task. Departments realize that there is still much work to be done at the federal and national levels to fully 
integrate biodiversity into their programs and policies. 


9.6 We believe that the Canadian Environmental Assessment Agency has taken reasonable steps to address 
the findings directed to it in Chapter 6 of the Commissioner’s 1998 Report. Overall, however, we are not satisfied 
with the progress made by departments in correcting the deficiencies noted. 
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Chapter 1 


Implementing Sustainable 
Development Strategies: Year Two 


Work in Progress 


The audit work reported in this chapter was conducted in accordance with the legislative 


mandate, policies and practices of the Office of the Auditor General. These policies and 
practices embrace the standards recommended by the Canadian Institute of Chartered 


Accountants. The numbered paragraphs in bold face represent recommendations. 
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Conclusion 
About the Audit 
Exhibits 
16 Departments That Tabled Sustainable Development Progress Reports 
L.2 Guideline for the Preparation of Departmental Performance Reports to Parliament for the 
Period Ending 31 March 1999 
it-3} Percentage of Departments That Provided the Information Specified in the TBS Guideline 
1.4 Reporting Format Used by Natural Resources Canada 
LS Implementation of Sustainable Development Strategy Action Plans 
1.6 A Management System Approach 
ia Key Requirements of the ISO 14001 Environmental Management System 
1.8 Established Management Practices Compared With the ISO 14001 Standard 
129 Departmental Conformance to ISO 14001 Requirements 
Appendix 


Economic Development Agency of Canada for Quebec Regions — Managing Implementation 
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Implementing Sustainable 
Development Strategies: Year Two 


Work in Progress 


Main Points 


1.1 The information that most departments provided in their second annual progress reports on sustainable 
development strategies continued to fall well short of the information specified in the Treasury Board’s Guideline 
for the Preparation of Departmental Performance Reports to Parliament. Thus, parliamentarians, Canadians and 
other stakeholders will find it difficult to judge whether the strategies are on track or whether corrective action is 
required. We expect that the quality of reporting will improve as departments adopt a more systematic approach to 
managing strategy implementation. 


1.2 Overall, strategy implementation seems to be progressing. Based on our assessment of the information 
reported by departments in 1999, they met about 20 percent of the commitments set out in the sustainable 
development strategies, compared with 11 percent in 1998. Departments are also working on their management 
practices for implementing the strategies. Last year we reported that, on average, departments had established 
about one third of the management practices reflected in the ISO 14001 management standard, which is a 
benchmark of good practice. This year, on average, the six departments we examined were applying about half of 
those practices. 


1S However, in four of the six departments, the management practices do not yet provide reasonable 
assurance that their strategies will be implemented consistently and achieve the intended results. We continue to 
believe that departments should establish and apply a management systems approach to support the 
implementation of their strategies. 


Background and other observations 


1.4 In 1997, 28 federal government departments and agencies tabled their first sustainable development 
strategies in the House of Commons. Since then, they have been working to implement their strategies. 
Departments are required to report annually to the House on their progress. This chapter provides the 
Commissioner’s second annual assessment of that progress. 


15 In his 1998 report, the Commissioner recommended that departments establish clear and measurable 
targets that they, parliamentarians and the public could use to judge whether or not the strategies are being 
implemented successfully. This year we reviewed the departments’ revised targets to determine whether they had 
clearly stated the criterion or measure of success for each target and indicated an expected completion date. About 
50 percent of the revised targets include a clearly stated criterion or measure of success and an expected 
completion date. Only 45 percent of departments included targets and performance indicators in their performance 
reports. 


1.6 Last year we examined the management practices that six departments were following to implement their 
sustainable development strategies. As a benchmark of good practice, we used the ISO 14001 standard for 
environmental management systems. This year, using the same benchmark, we assessed the management practices 
of another six departments. In four of them we found significant gaps between their practices and the ISO 
standard. These four departments are still in the early stages of establishing a systematic approach to strategy 
implementation. They have not yet adopted a systematic approach to identifying their priorities, defining 
management expectations, assigning accountability for results at lower levels in the organization and identifying 
related training needs, or performing the self-assessments that would facilitate steady improvement. 
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Introduction 


1.7 The position of Commissioner 
of the Environment and Sustainable 
Development was created by amendments 
to the Auditor General Act in 1995. The 
Commissioner’s principal duty under the 
Act is to monitor and report annually 

to Parliament on the extent to which 
departments have implemented their 
action plans for sustainable development 
and met their objectives. 


1.8 In 1997, 28 federal departments 
had their first sustainable development 
strategies tabled in the House of 
Commons. The objective of the strategies 
was to put the concept of sustainable 
development into practice by articulating 
what each major department across the 
federal government needed to do. 


1.9 The strategies contained each 
department’s action plan, including the 
objectives and targets that the department 
and others would use as benchmarks 

for measuring progress. To ensure 
accountability for results, ministers were 
directed to report in their annual 
departmental performance reports to 
Parliament on progress toward their 
sustainable development commitments. 


1.10 In October 1999, ministers 

tabled their second annual sustainable 
development strategy progress reports, 
based on progress to 31 March. The 
purpose of these reports is to inform 
parliamentarians whether the departmental 
strategy is on track and, if not, what is 
being done to get it back on track. 


1.11 This is the Commissioner’s 
second report on the progress being made 
by departments. Our objectives are to give 
parliamentarians information they need 

to oversee departments’ progress in 
implementing their sustainable 
development strategies and to help 
departments understand their management 
obligations and good practices for meeting 
them. 


Implementing Sustainable Development Strategies: 
Year Two — Work in Progress 


Focus of the audit 


1.12 In conducting the audit, we set 
out to answer two main questions: “Are 
federal departments doing what they said 
they would do in their strategies?” and 
“Have departments established the 
capacity to implement their strategies?” 


1.13 To determine whether 
departments are doing what they said 

they would do, we compared the goals, 
objectives, targets and actions set out by 
each department in its 1997 strategy with 
the performance information each 
presented in its October 1999 progress 
report. We accepted at face value the 
departments’ assertions about the progress 
they had made. 


1.14 We reviewed the strategies and 
the departmental performance reports of 
28 departments (see Exhibit 1.1). We 
requested copies of any additional, more 
detailed sustainable development progress 
reports that departments had prepared, and 
we also reviewed these. 


Are departments doing 
what they said they 
would do? Have they 
established the 
capability to get the 
job done? 


1.15 Last year, to examine 
departments’ capacity to implement 

their sustainable development strategies, 
we compared six departments’ related 
management practices with recognized 
standards of good management practice. 
This year we chose another 

six departments and repeated the process. 


1.16 The departments we selected 
represent a cross-section of policy, 
program and operational mandates: 
Solicitor General Canada, Economic 
Development Agency of Canada for 
Quebec Regions, Department of Fisheries 
and Oceans, Canadian Heritage, Canada 
Customs and Revenue Agency and 
Western Economic Diversification 
Canada. 


U7) We believe it is results that 
matter to parliamentarians and Canadians, 
not the systems or procedures that produce 
them. However, the Commissioner has 
regularly observed that there is a 
persistent gap between the commitments 
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Implementing Sustainable Development Strategies: 


Year Two — Work in Progress 


Our current emphasis 
on good management 
practices is founded 
on the premise that 
they go hand in hand 
with good results. 


Exhibit 1.1 


Departments That Tabled 
Sustainable Development 
Progress Reports 


made by departments and the results they 
achieve. He has referred to this as “the 
implementation gap”. Our current 
emphasis on good management practices 
is founded on the premise that they go 
hand in hand with good results. Our 
approach is intended to reinforce good 
management practices, which we believe 
will contribute to achieving expected 
results over the long term. We expect that 
the implementation gap will begin to close 
as federal departments apply a 
management systems approach to 
implementing their strategies and 
reporting results. 


1.18 The criteria we used to assess 
the management capacity of the 

six departments reflect the principles set 
out by the International Organization for 
Standardization (ISO) in its environmental 
management system standard 14001. The 
ISO 14001 standard is a widely accepted 
benchmark of good management practice 
and due diligence. The standard is 
consistent with the Treasury Board 
Secretariat’s principles of good 
management for planning, reporting 

and accountability structures. 


1.19 Additional details on the audit 
can be found in About the Audit at the 
end of this chapter. 


Observations and 
Recommendations 


What Ministers and Their 
Departments Were Asked to Do 


1.20 The annual departmental 
performance reports are the key means 

of documenting and communicating the 
progress of federal departments in 
implementing their sustainable 
development strategies. The process of 
preparing them informs management 
where the department stands in relation to 
its objectives and identifies opportunities 
for improvement. The reports are thus the 
key mechanism for keeping the 
sustainable development strategies on 
track. They are also an important tool for 
the Commissioner of the Environment and 
Sustainable Development and others 
interested in monitoring the progress of 
the 28 departments. 


1.21 To help departments prepare their 
performance reports, the Treasury Board 
Secretariat published its Guideline for the 
Preparation of Departmental Performance 
Reports to Parliament (see Exhibit 1.2). 
The Guideline clearly specifies the 
sustainable development performance 
information that departments should 


Agriculture and Agri-Food Canada 


Atlantic Canada Opportunities Agency 

e Canada Customs and Revenue Agency 

e Canadian Environmental Assessment Agency 
e Canadian Heritage 


e Canadian International Development Agency 
(CIDA) 


e Citizenship and Immigration Canada 
e Correctional Service Canada 


e Economic Development Agency of Canada 
for Quebec Regions 


e Environment Canada 

e Department of Finance 

e Fisheries and Oceans 

e Foreign Affairs and International Trade 
e Health Canada 


e Human Resources Development Canada 
e Indian and Northern Affairs Canada 

e Industry Canada 

e Department of Justice 

e Department of National Defence 

e Natural Resources Canada 

e Office of the Auditor General of Canada 


e Public Works and Government Services 
Canada 


e Royal Canadian Mounted Police 
e Solicitor General Canada 

e Transport Canada 

e Treasury Board Secretariat 

e Veterans Affairs Canada 


e Western Economic Diversification 
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include in their reports for 
parliamentarians and others interested in 
monitoring the government’s progress 
toward sustainable development. 


1.22 Specifically, the annual progress 
reports are expected to contain five pieces 
of information: the key commitments set 
out by departments in their strategies; the 
indicators or measures that departments 
and others can use to gauge progress 
toward those commitments; the targets the 
departments expected to achieve during 
the reporting period; a summary of 
accomplishments related to each target; 
and corrective actions being taken to 
ensure that commitments are met. The 
summary information provided in the 
departmental performance reports is also 
to be cross-referenced to other documents 
to allow access to more detailed 
information. 


1.23 In his 1998 Report, the 
Commissioner concluded that almost all 
departments had failed to establish the 
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clear and measurable targets that are 

key to the success of the sustainable 
development strategy process. To rectify 
this, he asked departments to review their 
strategies and to establish a clear set of 
targets that they, parliamentarians and the 
public could use to judge whether or not 
the strategies are being implemented 
successfully. 


What Departments Did 


1.24 All departments that tabled a 
sustainable development strategy in 1997 
also tabled a sustainable development 
progress report as a subsection of their 
October 1999 departmental performance 
reports. We assessed the extent to which 
the reports provided the information 
requested by the Treasury Board 
Secretariat in its Guideline. We found that 
the extent to which departments followed 
the Guideline varied, and so did the 
quality of the information in the reports 
(see Exhibit 1.3). 


the SDS should be noted. 


1. key goals/objectives/long-term targets; 


3. targets for the reporting period; 
4. progress to date; and 


5. any corrective action. 


well. 


addresses). 


The purpose of the Sustainable Development Strategies (SDS) subsection is to apprise 
parliamentarians of progress made against commitments since the SDS was submitted, and any 
corrective action being taken. In other words, whether the organization is on track or not, and if 
not, what will be done to get it back on track? Updates or further development of components of 


Departments should report on specific results of SDS initiatives where appropriate in the body of 
their report. In addition, a brief summary narrative or a listing of where the information can be 
found (or both) should be included here. To facilitate reporting and encourage a logical flow of 
information, departments should report the following information in a narrative of about a 
half-page in length (and not more than one page): 


2. performance indicators or performance measurement strategy; 


Where commitments are shared across departments, this should be noted and interdepartmental 
discussions should be held to ensure consistency in reporting. A substantial investment of 
resources in the SDS, as a whole, or in specific initiatives, if identifiable, could be highlighted as 


| Because only highlights are included, these should be referenced so that the reader of the DPR is 
able to access sources of additional information (e.g. reports, other publications, and Internet 


Exhibit 1.2 


Guideline for the Preparation 
of Departmental Performance 
Reports to Parliament for the 
Period Ending 31 March 1999 


Source: Treasury Board 


= Secretariat 
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1.25 We also reviewed the revised 
targets that departments presented in 
response to the Commissioner’s 1998 
recommendation. Performance targets 
provide a point of reference against which 
progress can be measured. They need to 
be specific about the expected results, 
including measures or indicators of 
success as well as completion dates. 


Departments 
frequently described 1.26 This year about 45 percent 
the activities they had of departments included targets and 


performance indicators in their progress 
reports, compared with 35 percent last 
year. About half of the targets we 
reviewed had a completion date and a 
clear measure or indicator of success. 


undertaken but 
generally did not 
indicate whether they 


had met the targets. 


1.27 Departments frequently described 
the activities they had undertaken but 
generally did not indicate whether they 
had met the targets. Very few departments 
mentioned difficulties they had 
encountered in implementing their 
strategies, shortcomings, or corrective 
actions they were undertaking to keep the 
strategies on track. As a result, readers are 
often left wondering whether or not a 
department has done what it said it would 


Exhibit 1.3 


do and whether or not it is moving 
forward with its strategy. 


1.28 In many cases, the targets we 
reviewed describe ongoing or routine 
practices. For example, one department’s 
strategy includes a target to “develop and 
implement policies and programs that 
consider broad horizontal policy issues 
and are consistent with Canada’s social, 
economic and environmental well-being. 
In its progress report, the department 
stated about this item that a “legislative 
review exercise supported by new 
research . . . is allowing the department to 
look closely at the social and economic 
consequences of current and proposed new 
policy directions.” 


be) 


1.29 In this case, the department has 
stated both its expected results and its 
reported accomplishments in terms too 
vague to allow for an objective assessment 
of progress. The department indicates in 
its performance information that its 
legislative review is allowing it to “look 
closely” at the issues. However, it does 
not say whether it has actually met its 
target to “develop and implement” 
sustainable development policies or 
programs. The summary progress 


Percentage of Departments That Provided the Information Specified in the TBS Guideline 


The quality of sustainable development progress reports varied widely. 


Key goals, objectives and long-term targets | 


Related performance indicators or performance 
measurement strategy bs eg 


Targets for the reporting period | 


Progress to date | 


Corrective action | 
Sources of additional information on 
progress referenced | 


50 60 70 80 90 100 


Percentage 
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report for this department was not 
cross-referenced to other documents to 
allow access to more detailed information. 
Indeed, 23 of the 28 departments did not 
cross-reference additional information, 
although this is specified in the Treasury 
Board Guideline. 


1.30 Several of the more detailed 
progress reports that departments provided 
in response to our request referred to key 
objectives and summarized related 
activities the departments had undertaken 
during the reporting period. The best of 
these reports clearly indicated each action 
item as either completed or in progress, 
thereby giving readers a better sense of 
the extent to which the department had 
implemented the actions set out in its 
strategy. 


1.31 As was the case last year, 
information on the status of each activity 
made it easier to monitor progress on the 
action plans and conveyed a greater sense 
of assurance about the department’s 
capacity to manage activities and track 
progress. Exhibit 1.4 presents the 
reporting format used by Natural 
Resources Canada. In contrast to most of 
the reports, it clearly indicates the extent 
to which the department has met its 
targets. 


1.32 Departments, however, have 
continued to use terms like “encourage,” 
“enhance,” “improve,” “promote,” 
“assist,” and “facilitate,” without defining 
parameters for action, such as measurable 
benchmarks or expected completion dates. 
Departments have generally not specified 
the results they expect to achieve or when 
they expect to achieve them. They have 
still not been clear enough about how we 
will know when they have succeeded. 


1.33 We recognize that it will take 
time for departments to establish the 
management practices they will need to 
implement their strategies. However, 
establishing clear performance 
expectations and adopting a 
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straightforward, logical reporting 
framework are essential steps toward 
producing useful performance information 
for Parliament. The progress reports 
tabled in the House of Commons need to 
provide enough information for members 
of Parliament to judge whether action 
plans for sustainable development have 
been fully implemented and the objectives 
achieved. 


1.34 Overall, the performance 
information in the 1999 progress reports 
continues to fall short of expectations. It 
thus limits the ability of parliamentarians 
and others to determine whether or not the 
strategies are on track and what corrective 
actions departments are taking. 


Did Departments Do What They 
Said They Would Do? 


1.35 The 1997 sustainable 
development strategies were intended to 
cover the three-year period ending in 
December 2000. In their second annual 
progress reports to Parliament, 
departments reported having 
accomplished on average about 20 percent 
of what their strategies said they would do 
(see Exhibit 1.5). 


1.36 Most departments referred to 
some of the objectives of their sustainable 
development strategies (Exhibit 1.3) and 
reported activities they had undertaken for 
sustainable development during the 
reporting period. However, since only half 
of the departments included targets in 
their progress reports and only about half 
the performance targets are clear and 
measurable, there is little objective basis 
for judging progress. 


Only half of the 
departments included 
targets in their 
progress reports and 
only about half the 
performance targets 
are clear and 
measurable. 


1.37 Like last year, departments 
generally reported the activities they had 
undertaken. The large number of activities 
they reported often caused the reader to 
lose sight of the departments’ sustainable 
development objectives. Departments 
generally did not indicate whether or not 
they had achieved their objectives, and in 
many cases the links between actions and 
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objectives were too abstract to allow for 
an assessment of progress. 


1.38 Some departments continued 

to report on activities that were not 
mentioned in their strategies. Ten 
departments provided no information on 
progress toward their strategic objectives. 
For these departments, there was no 
information available to assess the extent 
to which they had implemented their 
action plans for sustainable development 
or achieved their objectives. This 
represents a significant gap. The 
sustainabie development commitments of 
these departments represent more than 

25 percent of the total number of action 
items set out by the 28 departments. 


1339 For most departments, beyond 
tallying the percentage of activities they 
reported having accomplished, we were 
unable to conclude from their progress 
reports whether the strategies are on track 
or whether the departments are 
progressing toward sustainable 
development. Until departments report 
against clear targets using a logical, 


100— 


ee ————————————— 
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concise format such as the one specified 
in the Treasury Board Guideline, those 
interested in monitoring progress will lack 
the information they need to do so. 


Have Departments Established 
the Capacity to Implement Their 
Strategies? 


1.40 To gain a better perspective on 
departments’ capability to carry out their 
strategies, we looked at the management 
practices the six departments are using 
to implement their action plans. We 
compared those management practices 
with the requirements of the ISO 14001 
environmental management systems 
standard. 


1.41 The ISO 14001 standard is the 
product of broad stakeholder consultation 
and consensus on the elements of good 
management practice. It has received 
unanimous approval from the standards 
bodies of 67 countries, including the 
Standards Council of Canada. It is 
considered to be consistent with 
sustainable development and compatible 
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Until departments 
report against clear 
targets using a logical, 
concise format such 
as the one specified 
in the Treasury Board 
Guideline, those 
interested in 
monitoring progress 
will lack the 
information they 
need to do so. 
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Implementation of Sustainable Development Strategy Action Plans 


Percentage of total SDS commitments 
reported accomplished since 1997 
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Where senior 
management is 
committed to 
achieving results, a 
management system 
will enhance an 
organization’s capacity 
to anticipate key 
issues and to achieve 
its performance 
objectives. 


Exhibit 1.6 


with diverse cultural, social and 
organizational frameworks. 


1.42 All six departments we chose for 
this component of our monitoring work 
had indicated in their 1997 strategies that 
they were developing management 
systems to address their environmental 
issues. Two of the six indicated that their 
management systems would conform to 
ISO 14001. 


A well-functioning management system 
is a strong indicator that intended 
results will be accomplished 


1.43 A good management system 

is a cyclical process that links an 
organization’s objectives, action plans 
and results. Exhibit 1.6 illustrates this 
management cycle. The purpose of a 
management system 1s to provide an 
organization with reasonable assurance 
that its work is conducted in accordance 
with applicable regulatory requirements, 
professional standards and the 
organization’s own policies and 
procedures. 


1.44 A well-designed management 
system provides a structured process for 
achieving continual improvement. It is a 
strong indicator that intended results will 
be accomplished. As a result, ISO 14001 
is becoming widely established as the 
standard of due diligence for managing 
environmental issues and sustainable 
development. 


1.45 Where senior management is 
committed to achieving results, such a 
system will enhance an organization’s 
capacity to anticipate key issues and to 
achieve its performance objectives. A 
well-functioning management system 
helps to “operationalize” a sustainable 
development strategy, provide reasonable 
assurance that the action plan will be 
implemented consistently and reliably, 
and improve confidence that intended 
results will be achieved. 


1.46 Exhibit 1.7 summarizes the type 
of practices and procedures one sees 
where environmental issues and 
sustainable development are being 
managed effectively. Documenting 
practices and procedures is not always 
necessary for effective management, but it 
does serve a number of important 
purposes. It helps to ensure that the 
organization’s policies are implemented 
consistently over time. It helps to reduce 
the risk of, for example, the loss of 
corporate memory that can result from 
staff turnover. Documented policies, 
practices and procedures can also prove 
helpful in demonstrating that an 
organization has exercised due diligence 
in addressing an issue or preventing a 
problem — a key test in determining 
legal liability. 


1.47 In 1994, the government directed 
departments to establish environmental 
management systems and to emulate the 
best practices followed in other sectors. 
Departments were further directed to 
make their management systems and 


Policy 


A Management System Approach Sustainable Development Strategy 


Continual 
Improvement in the 
Management System 


q 4 
and Departmental 


Management Review | Planning | 
Performance 


Checking and Corrective Implementation 
Action ~<q and Operation 
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operational practices more consistent with has a highly developed management 
sustainable development. system for strategy implementation. Its 


general management system conforms to 


1.48 Accordingly, in fulfilling the ISO 9000 quality management system A management system 


his annual monitoring duties the 


a tandard, and it has adapted that j 

Commissioner relies on recognized ars oA i ms ee on its own does not 

tandards of practice for environmental Pe ee eo cans t d 
: sustainable development strategy. guarantee a goo 
management and sustainable l : 
development. This is much the same as result and will not 
financial auditors’ reliance on accepted 1.50 The Agency’s current practices make up for a lack 
principles and criteria of control as part of satisfy almost 90 percent of the ee 
monitoring and providing assurance in requirements of the ISO 14001 of clear objectives 


their audit work. environmental management systems or of sustained 


standard. This supports our contention that commitment b 
Our More In-Depth Look Revealed good general management practices, like y 


Progress but Also Gaps in those of the ISO 9000 standard, are management. 
Capacity generic and transferable. The Appendix to 
this chapter summarizes how the Agency 
1.49 The Economic Development applied its existing management system to 
Agency of Canada for Quebec Regions implementing its strategy. 
Exhibit 1.7 


Key Requirements of the ISO 14001 Environmental Management System 


POLICIES: Communication of Policies and Performance Expectations 


Policies, procedures, objectives and targets for identifying and managing the organization’s environmental and sustainable 
development aspects with clear commitments to regulatory compliance, pollution prevention, and continual improvement 


PLANNING: Assignment of Responsibilities and Resources 


Clearly defined, documented and communicated roles, responsibilities and authority for those whose work may have significant 
environmental and sustainable development impacts; and allocation of the appropriate resources (human, technical, financial) 
necessary for training and implementation 


IMPLEMENTATION and OPERATION: Development of Policies, Processes, Procedures and Work Instructions 


e that reflect the environmental and sustainable development aspects of the organization’s programs, activities, products or services 
| and its related policies 


e for the communication of the system for managing the organization’s environmental and sustainable development aspects to 
stakeholders such as employees, clients, suppliers and contractors 


|e to ensure the competencies, training and awareness required to manage the organization’s environmental and sustainable 
development aspects 


e to monitor and assess the adequacy of the system for managing the organization’s environmental and sustainable development aspects 


e to perform timely corrective or preventive action on non-conformance with the management system, regulatory requirements 
and/or the organization’s policy commitments for the environment and sustainable development 


e for the identification, maintenance and protection of documents and records related to the system for managing the organization’s 
environmental and sustainable development aspects 


CHECKING, CORRECTIVE ACTION and MANAGEMENT REVIEW 


Periodic review by senior management of the adequacy of the system for managing the organization’s environmental and sustainable 
development aspects, and ensuring that corrective actions are taken to improve its performance 


Source: Office of the Auditor General 
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Departmental 
practices are most 
developed at the 
planning stage of the 
overall management 
cycle. They become 
weaker as the 
departments move 
from planning to 
implementation. 


Exhibit 1.8 


1.51 Solicitor General Canada 
provides policy and administrative support 
to several arm’s-length agencies that fall 
within the Minister’s portfolio. However, 
the programs and activities of those 
agencies, many of which have the 
potential to affect the environment and 
sustainable development, are outside the 
scope of the Department’s sustainable 
development strategy. The Department 
relies on the agencies to address these 
issues themselves. 


1.52 Given those limitations, we found 
that the Department’s planning practices 
are thorough and it is implementing its 
strategy through its existing Planning, 
Reporting and Accountability Structure. 
We concluded that while it could improve 
the management system, particularly 
documentation, its practices for 
implementing its strategy show no 
significant deficiencies. 


1.53 It is noteworthy that two of the 
Department’s sub-agencies tabled their 
own sustainable development strategies in 
1997, recognizing their significant 
potential impact on the environment and 
sustainable development. We plan to audit 


Established Management Practices Compared With the ISO 14001 Standard 


Averages for the six departments we examined in 1999 and the six in 1998. 


Implementation and Operation 


the management systems of those agencies 
next year. 


1.54 The four other departments we 
looked at in depth are working to establish 
processes and procedures to implement 
their strategies. Their current management 
and control practices are not yet 
developed enough to provide reasonable 
assurance that their action plans will be 
achieved. Exhibit 1.8 presents the results 
of our comparison of current management 
practices in the six departments with the 
major elements of ISO 14001. Results for 
each department we looked at this year are 
shown in Exhibit 1.9. 


135 Last year we reported that 
departmental practices were most 
developed at the pianning stage of the 
management cycle. They became weaker 
as the departments moved from planning 
to implementation, and weakest at the 
checking/corrective action and 
management review Stages. In four of the 
six departments discussed in this chapter, 
our observations are consistent with those 
of last year (see the Commissioner’s 1999 
Report, Chapter 1, paragraphs 1.51 to 
1.67). With the exception of the Economic 
Development Agency of Canada for 


Planning 


L_} 1999 
Checking and Corrective Action 
1998 
Management Review 
All Aspects 
| | | | | | | | | | 
0 10 20 30 40 50 60 70 80 90 100 
percentage 
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Quebec Regions and Solicitor General 
Canada, we found that: 


e departments have yet to itemize or 
prioritize regulatory and other potentially 
applicable environmental and sustainable 
development obligations; 


e departments have yet to establish and 
apply systematic practices, procedures and 
work instructions for strategy 
implementation, monitoring and control; 


e departments have yet to assess their 
training requirements; 


e most departments have yet to 
perform an internal audit of their 
management practices for environmental 
issues and sustainable development; 


e top management has generally 
not reviewed the adequacy of the 
departments’ management practices for 
strategy implementation; 


e performance targets and performance 
reporting are non-existent or vague, and 
consequently departments (and 
independent stakeholders) lack the 
information necessary to track progress or 
take corrective action; 


e most departments have no 
procedures to ensure that corrective action 
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is taken when performance is not meeting 
expectations; and 


e although we were told that top 
management has periodically reviewed 
progress toward strategy objectives, we 
found no documentation showing the 
results of the reviews or management 
recommendations for corrective action. 


Closing the Gaps 


1.56 Two of the departments we 
looked at this year are well on the way 

to establishing good management and 
control practices for strategy 
implementation. Several departments 
produced clear, concise performance 
information for Parliament, in accordance 
with the Guideline they were provided. 


1.57 However, most departments’ 
management and reporting practices for 
their sustainable development strategies 
remain in the early stages of development. 
We observed many of the same gaps in 
management practices as last year. 
Accordingly, our recommendations from 
our work this year are consistent with 
those of last year. 


1.58 In their sustainable development 
strategy progress reports, departments 
need to clearly communicate to members 
of Parliament and Canadians the results 


Current management 
and control practices 
are not yet developed 
enough to provide 
reasonable assurance 
that the action plans 
will be achieved. 


Exhibit 1.9 


Departmental Conformance to ISO 14001 Requirements 
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The performance 
information provided 
by most departments 
continued to fall well 
short of expectations. 


they have achieved in relation to key 
strategy goals, targets and indicators, and 
they need to explain variances and 
corrective actions required. Departments 
need to be specific about the extent to 
which they have implemented their action 
plans for sustainable development and 
achieved the objectives. They need to 
report on a consistent basis, allowing for 
some comparability from one year to the 
next, and they need to cross-reference the 
reports to more detailed information. 


1.59 Departments should use the 
reporting format presented in the 
Treasury Board Guideline for the 
Preparation of Departmental 
Performance Reports to Parliament. 


1.60 The individuals responsible for 
implementing the strategies, including 
those responsible for internal audit and 
management review, need appropriate 
training on the purpose and key 
requirements of a management system. 


1.61 Departments need to perform 
regular assessments of their management 
systems to assess the extent to which they 
support the achievement of objectives and 
to identify gaps between their systems 
and good management practices. Senior 
management needs to review the findings 
and recommendations of those 
assessments and ensure that necessary 
corrective action is taken promptly. 


1.62 Departments should establish 
and apply management systems to 
support implementation of their 
strategies. In doing so, they should give 
priority to assessing and meeting 
training needs, establishing the 
monitoring and reporting practices 
necessary to provide clear performance 
information to Parliament, and 
adopting the periodic self-assessment 
and review practices necessary to 
identify and close gaps between their 
current practices and good management 
practices. 


1.63 We believe that it is feasible to 
expand the scope of general management 
systems to encompass strategy 
implementation. Departments ought to 
consider adapting their existing Planning, 
Reporting and Accountability Structures 
or apply similar good management 
practices such as those reflected in the 
{SO 9000 and 14001 standards. 


Conclusion 


1.64 This chapter provides our second 
annual assessment of departmental 
progress in implementing sustainable 
development strategies. Overall, 
departments are progressing. In 1999 they 
reported having met on average about 

20 percent of the commitments set out in 
their strategies, compared with 11 percent 
in 1998. As Exhibit 1.5 indicated, the 
efforts of some departments are building 
momentum. 


1.65 As we found last year, the quality 
of information that departments provided 
in their progress reports varied widely. 
Several departments followed the 
Treasury Board Guideline for reporting 
on progress and provided clear, 
understandable information on the status 
of the actions set out in their sustainable 
development strategies. 


1.66 However, the performance 
information provided by most departments 
continued to fall well short of 
expectations. Thus, it remains difficult to 
judge whether the strategies are on track 
or whether corrective action is required. 
We expect that the quality of reporting 
will improve as departments adopt a more 
systematic approach to managing strategy 
implementation. 


1.67 In our 1998 report we 
recommended that departments establish 
clear and measurable targets that they, 
parliamentarians and the public could 

use to judge whether or not they are 
successfully implementing their strategies. 
This year we reviewed the departments’ 
revised targets and found that about half 


1-18 


Report of the Commissioner of the Environment and Sustainable Development — 2000 


included a clear criterion or measure of 
success and a clearly stated completion 
date. In their departmental performance 
reports to Parliament, about 45 percent of 
the 28 departments reported progress 
toward their targets. 


1.68 We also took our second annual 
look at the capacity of departments to 
implement their strategies. Using relevant 
sections of the ISO 14001 environmental 
management system standard, we 
examined six departments’ practices 

and procedures for implementing their 
strategies. We found that four of the 

six departments are still in the early stages 
of establishing a systematic approach to 
strategy implementation. There are 
significant gaps between their practices 
and the ISO 14001 benchmark. These 
four departments have not yet adopted a 
systematic approach to identifying their 
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priorities, defining management 
expectations, assigning accountability for 
results at lower levels of the organization, 
identifying related training needs, or 
performing the self-assessments that 
would facilitate steady improvement. 


1.69 Thus, the current management 
control practices for strategy 
implementation in four of the 

six departments do not provide assurance 
that they will implement their action plans 
consistently or achieve the intended 
results of their strategies. To remedy that 
deficiency, we have recommended that 
departments establish management control 
systems, giving priority to training 
requirements, monitoring and reporting 
practices and the self-assessment and 
review practices necessary to facilitate 
improvement. 
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% About the Audit 


Objective 


A key duty of the Commissioner of the Environment and Sustainable Development is to monitor the progress 
of departments in implementing their action plans and achieving their objectives for sustainable development. 
The long-term goal of this work is to promote understanding, accountability and best practices in the 
management of environmental and sustainable development issues in federal government departments. 


The objectives of our audit were to influence departmental performance in the management of environmental 
and sustainable development issues, through better Parliamentary understanding and oversight of 
departmental performance; and to promote a better understanding among departments of their obligations and 
best practices for meeting them. 


Scope and Approach 


The Commissioner’s second audit of sustainable development strategy implementation consisted of two 
complementary components: 


1. An examination of departmental performance reports (DPRs) focussed on the extent to which the 
28 departments and agencies that tabled sustainable development strategies in December 1997 had 
reported progress on the action plans and commitments set out in their strategies. 


For all 28 departments, we reviewed the sustainable development content of the DPRs tabled in 
Parliament and supplementary documents that were referenced therein or that were provided to us in 
response to our request for information. To facilitate this component of our audit, we developed an 
electronic database containing all of the “commitments” made by each department in its strategy. The 
database allowed us to compare the accomplishments reported by the 28 departments in their progress 
reports with the goals, objectives, targets and actions contained in their sustainable development 
strategies. We did not audit departmental accomplishments to verify the accuracy of reported results; this 
will be the subject of future work. 


Relying on the information contained in the DPRs and supplementary progress reports provided by the 
departments, we assessed the extent to which the departments had done what they said they would do in 
their strategies. We also assessed the extent to which departments provided the performance information 
specified in the Treasury Board Guideline for the Preparation of Departmental Performance Reports to 
Parliament. 


2. The capacity audit component of our work focussed on the management practices being applied to 
implementation of the sustainable development strategies in six departments relative to established 
standards of effective management and control. 


To facilitate this work, we developed an audit program based on the International Organization for 
Standardization (ISO) 14001 standard. ISO 14001 has received unanimous approval from the standards 
bodies of 67 countries, including the Standards Council of Canada, and is becoming established as the 
standard of due diligence for managing environmental and sustainable development issues. 
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We cross-referenced these criteria with the general criteria of good governance set out by the Canadian 
Institute of Chartered Accountants in its Criteria of Control, and with common principles of good 
management set out by the Treasury Board Secretariat in its guideline for departmental planning, 
reporting and accountability structures. 


We provided our audit program, including a list of suggested documentary evidence, to the six departments 
approximately two months in advance of our examination. We scheduled and conducted on-site interviews 
and document reviews at each of the six departments to conclude whether the departments had established the 
capacity to consistently and reliably implement the action plans set out in their sustainable development 
strategies. 


Audit Team 


Acting Commissioner: Richard Smith 
Director: Andrew Ferguson 


Holly Shipton 
Hilary Stedwill 


For information, please contact Richard Smith. 
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Appendix 


Economic Development Agency of Canada for Quebec Regions — Managing 
Implementation of the Sustainable Development Strategy 


To increase its ability to evaluate and control the environmental impact of its activities, the Economic Development 
Agency of Canada for Quebec Regions has gradually adjusted its management practices. The Agency has made some 
aspects of environmental management part of its quality system, developed in accordance with the ISO 9002 standard. 
This involves monitoring Agency activities that could have an impact on the environment and sustainable 
development (ESD) and, where required, taking Agency and government ESD approaches and statutory requirements 
into account in the system for delivering financial and non-financial services. 


Policies and strategic approaches 


The Agency updates its strategic approaches on the basis of three main sources of information: diagnosis of 
Sustainable Development Strategy implementation by an independent firm, regular monitoring by the Sustainable 
Development Committee and a watch conducted through the Agency’s participation in a variety of related federal 
interdepartmental tables. 


Planning 


The Agency has adopted an action plan with operational objectives, which defines roles, responsibilities and 
deadlines. 


Responsibility for developing and implementing the action plan was assigned to the members of the SD Committee, 
who represent the Agency’s various branches and play an active role in setting sustainable development priorities and 
objectives. 


Implementation 


The Agency has introduced mechanisms for improving its ISO 9002 quality system, in order to take ESD into account 
in its day-to-day operations. Control of ESD impact in projects financially supported by the Agency is ensured through 
compliance with the Canadian Environmental Assessment Act, the decision criteria for which have been added to 
project analysis forms. ESD concerns have also been included in the procurement procedure. 


The various standards linked to the Agency’s quality system are used throughout its programming and for some 
internal support services: application intake, ministerial correspondence, advisory services, economic leadership, 
applications for financial assistance, purchasing and document management. 


The members of the SD Committee share duties related to implementation of the Agency’s Sustainable Development 
Strategy (SDS), with some branches taking the leadership role for specific activities. 


Management and control 


Service delivery procedures are clearly described in the Agency’s ISO 9002 quality system. They include steps linked 
to the processing of files, reference documents (acts, regulations and guidelines) and the forms to be used (quality 
records). All employees must follow these procedures. Internal audits conducted twice a year serve to ensure 
compliance with the Agency’s quality system. 


Habits acquired by staff with regard to use of and respect for quality system procedures have simplified the process 
that allows ESD issues to be taken into account. 
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Compliance with procedures, together with internal quality audits, helps to ensure systematic support for the 
management of activities. 


Review 


The Agency has also made a clear commitment to continuous improvement, monitored by management reviews. The 
SD Committee must thus account to senior management for progress made and results obtained from its activities. 


Summary of the management system 


The Agency’s management system is summarized in the synoptic table below. 


Factors in management/leadership Products and reference documents 


1. Establishing policies and strategic approaches 


e Planning and Strategic Orientations Branch e¢ Report on Plans and Priorities 
° Business offices e Performance Report 
° SD Committee ° Program Framework 
e —_ Strategic Planning Committee e _ Regional Strategic Initiatives 
e Operational Management Committee (approval) e Sustainable Development Strategy 
2. Planning and developing the operational activity 

framework 
e __Inter-regional Intervention and Partnership Branch e —_ Report on Plans and Priorities 
e _ Business offices e Program Framework 
e Operational Support e _ Regional Strategic Initiatives 

| e SD Committee e —_ Business plans 

| e Operational Management Committee (approval) e Communications Plan 

e Evaluation and Audit Plan 
e _ Action plan for implementation of the SDS 
3. Implementing and carrying out activities 

e _ Inter-regional Intervention and Partnership Branch e —_ Internal training, seminars and dissemination of information 
e _ Business offices e Communications 
e Operational Support e _ Delivery of financial and non-financial services 
e Administrative Services e _ Projects under the Program Framework 
° SD Committee e __ Partnership agreements with Environment Canada, National 


Research Council, intermediary not-for-profit organizations 


“TM 


e Specific ESD initiatives (greening, Enviroclub*™, 
technology platforms) 


| 4. Managing and controlling quality and continuous 


improvement 

e _ Inter-regional Intervention and Partnership Branch e Operational guidelines and ISO 9002 quality system 

e¢ Operational Support procedures 
e Quality, Evaluation and Information Management e Quality records (ISO 9002) service delivery procedures with 
| Branch clients 

° SD Committee e Document management procedures 


Procurement procedures and guidelines 
Canadian Environmental Assessment Act 


|5. Review and correction 


Internal and external audits 

Performance measurement policy 
Evaluations and performance reports 
Annual evaluation of SDS implementation 
Management review 

Recommendations and follow-up 


e¢ Quality, Evaluation and Information Management 
Branch 
Inter-regional Intervention and Partnership Branch 
SD Committee 

¢ Operational Management Committee (follow-up and 
approval) 


Source: Economic Development Agency of Canada for Quebec Regions 
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Chapter 2 


Greening Government Operations 


~ When Will the Government 
Measure Up? 


The audit work reported in this chapter was conducted in accordance with the legislative 
mandate, policies and practices of the Office of the Auditor General. These policies and 
| practices embrace the standards recommended by the Canadian Institute of Chartered 
Accountants. The numbered paragraphs in bold face represent recommendations. 
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CELEB TE TRU TNE TLS RA ON LEO EAI SED SOE SIRE 
Greening Government Operations 


When Will the Government 
Measure Up? 


Main Points 


2.1 A decade of commitments to green government operations. Since 1990, the federal government has 
made commitments to Canadians that it would green its operations. Yet, a decade later, there is a lack of 
rudimentary information about government’s vast operations, the costs of which are likely more than $400 million 
annually for water, energy and waste disposal. We found that the government does not have complete and accurate 
data on the annual cost of running its buildings and on the environmental impacts of its operations. Given the 
magnitude of the dollars involved, we believe it is important that the government know its annual heating, lighting 
and water bills. 


2.2 Parliament ought to be concerned. Departments embarked on the journey toward implementing an 
environmental performance measurement system in 1997, yet they are making uneven and slow progress. No 
department has fully implemented all the elements of the performance measurement framework. Parliament ought 
to be concerned about the current rate of implementation. 


2.3 Canadians will not get a consolidated performance report in the foreseeable future. Given the way 
the government has chosen to manage its environmental agenda, Canadians will not be getting a consolidated 
performance report in the foreseeable future. We found very limited use of common performance indicators to 
measure and report on departmental progress in greening operations. There is also a lack of clear focus for 
developing common environmental reporting standards. Leadership is fragmented. No organization has been given 
the responsibility, or sees itself as the lead, for establishing a consistent, consolidated and coherent federal 
approach to reporting environmental performance. 


Background and other observations 


2.4 In the October 1999 Speech from the Throne, the government reiterated its commitment to greening 
operations and to making itself a model of environmental excellence. As the single largest business and employer 
in Canada, the federal government is in a position to lead by example. To be a model of environmental excellence, 
the government has to demonstrate to Parliament and Canadians that it has its own house in order. Parliament 
needs an overall picture of the results that have been achieved. 


2.5 The government needs to take a systematic approach to greening its operations to effectively fulfil its 
stewardship responsibilities, contribute to sustainable development goals, ensure compliance with regulations, and 
meet international commitments. Full implementation of an environmental performance system will go a long 
way toward satisfying this need. 


2.6 This audit is part of a long-term project that began three years ago. The objective of the audit this year 
was to provide Parliament with an assessment of the status of departmental progress in implementing 
environmental performance measurement for government operations. We expect that the results of this audit will 
assist departments in implementing environmental performance measurement for government operations and 
improve the information available to departmental decision makers and to Parliament. 
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Departments responded jointly through the Privy Council Office, indicating their support for the 
recommendations in the chapter. Interdepartmental discussion has begun on the appropriate accountability 
framework and action plan necessary to contribute to more uniform reporting of progress. Public Works 
and Government Services Canada, in its response, expressed its commitment to working with other 
departments to improve measures for greening tenant department operations in both Crown-owned and 
Crown-leased facilities. 
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Introduction 


A decade of commitments to green 
government’s operations 


2.7 A commitment to 
environmental excellence. In the 
October 1999 Speech from the Throne, 
quality of the environment, encompassing 
many environmental and sustainable 
development issues, was identified as a 
major priority of the government in the 
coming years. In the Speech, the 
government reiterated its commitment to 
greening its operations, making itself a 
model of environmental excellence by 
doing more to clean up contaminated 
federal sites, strengthening its capacity for 
conducting environmental research, 
exploring new environmental clean-up 
technologies and reporting regularly on 
the results achieved. The Speech 
reaffirmed commitments to greening 
operations first articulated almost a 
decade ago. 


2.8 The concept of environmental 
stewardship. The government’s efforts to 
green its operations can be traced at least 
as far back as the Federal Environmental 
Stewardship Initiative announced in 
Canada’s Green Plan in 1990. The 
government reaffirmed its commitment to 
implementing the stewardship initiative 
through the Code of Environmental 
Stewardship released in 1992. 


2.9 The Code of Environmental 
Stewardship set out the due care and 
diligence that the government expected of 
departments in managing resources 
judiciously to prevent waste and minimize 
environmental damage. The Code outlined 
the areas to be addressed through the 
development and use of individual 
departmental action plans. Reporting on 
these action plans was to be the means by 
which the federal government would 
demonstrate that it was putting its own 
house in order. 
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2.10 The stewardship initiative was 
carried a step further in 1995 with the 
publication of A Guide to Green 
Government and Directions on Greening 
Government Operations. The government 
established guidelines and best practices 
to integrate environmental considerations 
into their operations. The guidelines 
included a commitment to meet or exceed 
federal environmental statutes and 
regulations, and to implement 
environmental management systems. 
Responsibility for implementing the 
Guide was delegated to individual 
ministers. 


The 1999 Speech from 
the Throne reaffirmed 
commitments to 


2.11 With the amendments to the 
Auditor General Act in the same year, the 
greening of government operations 
became a key element of departmental 
sustainable development strategies. 
Twenty-four departments were required to 
prepare individual strategies and report on 
their progress in implementing these 
strategies. The first round of strategies 
was tabled in Parliament by December 
1997. The second round is due to be 
tabled in Parliament by December 2000. 


greening operations 
first articulated almost 
a decade ago. 


2.12 Departments made commitments 
to greening their operations in their initial 
sustainable development strategies. The 
strategies were to be results-oriented and 
identify, in sustainable development 
terms, the targets the departments 
expected to achieve. The strategies would 
set out how the departments would 
measure, manage and reduce the 
environmental impacts of day-to-day 
operations. Since 1995, departments have 
known that performance measurement is 
an integral part of the sustainable 
development strategies. In A Guide to 
Green Government, the government 
directed departments to report annually on 
progress toward sustainable development 
in their departmental performance reports. 
Government-wide reporting on sustainable 
development was not addressed. 
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The greening of 
government 
operations can have a 
considerable impact 
on Canada’s 
sustainable 
development 
prospects. 


The federal 
government needs to 
demonstrate that it has 
its own house in order. 


Government is in a position to lead by 
example 


2.13 The greening of government 
operations can have a considerable impact 
on Canada’s sustainable development 
prospects. As the single largest business 
and employer in Canada, the federal 
government is in a position to lead by 
example by integrating environmental 
considerations into all its decisions and 
day-to-day activities. Measuring 
performance is a critical step toward 
minimizing the environmental impact of 
operations and maximizing the financial 
benefits. As part of their stewardship 
responsibilities, departments need to track 
information on the effects of their 
operations so that they can make decisions 
in accordance with their sustainable 
development commitments. 


Parliament needs an overall picture of 
the results achieved 


2.14 To be “a model of environmental 
excellence”, the federal government needs 
to demonstrate that it has its own house in 
order. As well, by measuring and 
reporting on the progress of greening 
government operations, the federal 
government will enhance its credibility as 
it works with the private sector, other 
governments and citizens to meet 
Canada’s international commitments in 
critical areas such as climate change. 


2.15 To exercise its essential 
oversight of government activities, 
Parliament needs useful reports to hold 
the government to account on its 
environmental commitments. These 
include commitments to green its 
extensive physical operations and to lead 
by example in its domestic and 
international efforts. Objective, fact-based 
performance reporting would help provide 
direction on the appropriate use of 
resources. It would also help to ensure that 
greening of government operations is 
focussed, on schedule, and moving toward 


the overall goal of sustainable 
development. 


This audit is part of a long-term project 


2.16 The Commissioner of the 
Environment and Sustainable 
Development is committed to helping 
improve the information available to 
departmental decision makers and to 
Parliament. The government’s ability to 
demonstrate progress in getting its own 
house in order is an integral part of the 
larger, more complex task of integrating 
sustainable development into decision 
making for government policies and 
programs. 


2.17 Three years ago we began the 
project Accounting for Sustainable 
Development (see the Glossary — 
Appendix A). The main emphasis of the 
project was on helping departments 
develop tools for advancing sustainable 
development. We conducted studies in 
two areas: building environmental 
considerations into policy and program 
decisions; and measuring the 
environmental performance of 
departments’ internal operations. The 
studies relevant to the work reported in 
this chapter were reported in previous 
annual Reports of the Commissioner of 
the Environment and Sustainable 
Development (Chapter 7, Counting the 
Environment In — 1998 and Chapter 8, 
Greening Government Operations: 
Measuring Progress — 1999). 


2.18 Our previous work focussed on 
helping departments build the tools for 
measuring the environmental impacts of 
their operations. Case studies were 
conducted of two key federal departments, 
as well as other public sector 
organizations from other jurisdictions. We 
summarized their progress in assembling 
environmental performance information 
and identified several lessons learned. In 
addition, we worked with the 
interdepartmental Committee on 
Performance Measurement for Sustainable 
Government Operations. The Committee 
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developed common performance measures 
for operations. Our previous work 
demonstrated that measuring 
environmental performance is practical 
and feasible for government departments. 
However, we were concerned about the 
capacity of individual departments, and 
the government as a whole, to effectively 
manage and report on the environmental 
impacts of their operations. 


Focus of the audit 


2.19 This year we shifted the focus of 
our Accounting for Sustainable 
Development project from capacity 
building to audit. We concentrated 
exclusively on the environmental 
performance of departments’ internal 
operations. Our audit objective was to 
provide Parliament with an assessment of 
the status of departmental progress in 
implementing environmental performance 
measurement for government operations. 
We also looked at the use of common 
performance indicators. 


2.20 To obtain the necessary audit 
evidence, we asked departments to 
complete a questionnaire that was 
designed to assess progress. We did a 
detailed assessment of key departments 
and a general assessment of the 
departments with less significant 
operational environmental impacts. 
Appendix B lists the 30 departments and 
agencies that we surveyed. For simplicity, 
we refer to all organizations as 
departments in this chapter. Departmental 
progress was assessed based on a common 
framework of steps first introduced in 
Chapter 8 of the Commissioner’s 1999 
Report. 


2.21 We expect that the results of this 
audit will assist departments in 
implementing environmental performance 
measurement for government operations 
and improving the information available 
to departmental decision makers and to 
Parliament. The audit will also provide 
important baseline information for future 
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audit work. Further details on the audit 
can be found at the end of the chapter in 
About the Audit. 


Observations and 
Recommendations 


Lack of Annual Operational Data 


The government does not know the 
environmental impacts and costs of its 
operations 


2.22 In 1995 the federal government 
estimated that it had some 

224,000 employees, 21.4 million hectares 
of land under direct management, 

59,000 buildings and facilities, more than 
$8 billion in purchases of goods and 
services, and 25,000 motor vehicles. With 
these vast and dispersed resources and 
facilities, it is crucial that the federal 
government have comprehensive, 
fact-based information on its operations. 


Rough estimates of water, energy and 
waste disposal costs are at least 
$400 million annually 


2.23 We had a hard time piecing 
together a complete picture. The 

30 departments we assessed do not have 
complete and accurate data on the annual 
cost of running their buildings. This lack 
of information has serious accountability 
and stewardship implications. How can 
the government get its own house in order 
if it does not know its utility bills for 
water, energy and solid waste disposal, 
either by department or in total? 


2.24 We asked departments that own 
facilities to provide annual operational 
data on the amounts spent on water and 
energy use in facilities, solid waste 
disposal, and fuel for vehicle fleet, as well 
as the amount of tonnes of solid waste 
disposed. Public Works and Government 
Services Canada provided us with 
operational data for buildings and 
facilities it owns and leases to tenant 
departments. Twenty departments 


Departments do not 
have complete and 
accurate data on the 
annual cost of running 
their buildings. 


The government does 
not know its utility bills 
for water, energy and 
solid waste disposal, 
either by department 
or in total. 
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Many departments 
were unable to provide 
the data on total area 
they occupied and, in 
some cases, were 
unaware of the area 
leased and the actual 
owner. 


provided the amount spent on energy use 
in facilities that they own but fewer than 
half of the departments were able to 
provide data on the other environmental 
aspects. From this incomplete data, we 
derived an average dollar amount per 
square metre and extrapolated over the 
total area of building space occupied by 
the 30 departments. 


2.25 We estimate that the 

30 departments annually spend 

$68 million on water, $312 million on 
energy, and $17 million on solid waste 
disposal, and that they generate 114,000 
tonnes of solid waste. These estimates are 
rough, but they serve to illustrate the 
potential environmental and financial 
impacts of government operations. 


Data on space used are not available 
from a single source 


2.26 To get an overview of the 
building space and facilities used by the 
30 departments, we asked departments to 
specify the area of the buildings and 
facilities they owned or leased. If 
departments leased space, we attempted to 
determine from whom — either the 
private sector or Public Works and 
Government Services Canada. Many 
departments were unable to provide the 
data on total area they occupied and, in 
some cases, were unaware of the area 
leased and the actual owner. We obtained 
data from Public Works and Government 
Services Canada and from the Real 
Property Management Division at the 
Treasury Board Secretariat. We then 
merged both sets of data and compared the 
result with the information supplied by the 
departments. We estimate that the 

30 departments occupy 23 million square 
metres of building and facility space. 
Exhibit 2.1 shows our estimates of the 
area occupied by the departments in 
owned and leased buildings and facilities. 


The lack of operational data has serious 
implications 


2.27 We are concerned about 
departments’ apparent lack of ability to 


generate complete and accurate 
operational data. The stakes are high in 
terms of identifying opportunities for 
savings. The gaps in accuracy and 
completeness of the operational data limit 
our ability to estimate potential savings 
for the 30 departments. However, based 
on work reported in Chapter 8 of the 
Commissioner’s 1999 Report, potential 
savings on energy costs alone are likely to 
be between $60 million and $120 million 
annually for the government as a whole. 
In addition, there are serious implications 
for the government’s ability to derive 
consolidated annual operational data. If 
the government wants to be a model of 
environmental excellence and lead by 
example, both at a departmental level and 
government-wide, data on basic 
operations are required. Baseline data are 
necessary to set realistic targets, to allow 
departments to determine if they have met 
them and to achieve positive 
environmental impacts. Furthermore, 
basic operational data are needed to 
demonstrate that legislative requirements 
and international commitments are being 
met. 


2.28 The need to lead by example in 
reducing greenhouse gas emissions. In 
December 1997, the government 
committed to the Kyoto Protocol. The 
agreement called for a reduction of 
greenhouse gas emissions to 6 percent 
below 1990 levels between 2008 and 
2012. The government has stated that it 
needs to demonstrate leadership by 
ensuring that its own efforts to reduce 
greenhouse gas emissions are at least as 
vigorous as those of the rest of Canada. 


2.29 A working group from Natural 
Resources Canada, Environment Canada 
and other departments was given the task 
of planning and implementing the 
government’s response to this 
commitment. In order to set annual 
reduction targets for greenhouse gas 
emissions, data on 1990 baseline levels 
and current-year levels of greenhouse gas 
emissions are needed. However, the 
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working group found that the baseline 
data do not exist for the government as a 
whole. Moreover, not all departments 
have the capacity to provide current-year 
energy data on all their buildings and 
facilities. Collecting such data will require 
considerable time and expense. The 
working group is considering obtaining 
energy data directly from the suppliers. 


2.30 In the past, Natural Resources 
Canada used rough estimates to set and 
monitor annual reduction targets for 
greenhouse gas emissions. Environment 
Canada collects data on greenhouse gas 
emissions for the rest of the country but 
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does not do so for the federal government. 
This may impede the government’s 
credibility and its ability to work with the 
private sector, other governments and 
citizens in its efforts to meet its 
commitments. 


2.31 Good management requires 
good measurement. The fact that we had 
to prepare our own estimate of annual 
operational data, and the considerable 
uncertainty in the estimates, highlight the 
need for complete and accurate baseline 
information. The government needs to 
take a systematic approach to greening its 
operations. Full implementation of an 


Baseline data on 
greenhouse gas 
emissions do not exist 
for the government as 
a whole. 


Exhibit 2.1 


Estimates of Area Occupied by Departments 


To derive estimates of the area owned and leased by the 30 departments, we compiled data from various sources — 
the departments themselves, Public Works and Government Services Canada (PWGSC) and the Real Property 
Management Division at the Treasury Board Secretariat. We merged the Treasury Board Secretariat and PWGSC data 
and compared them with the information supplied by the departments. 


Area under PWGSC and occupied 
Area leased from by department 
Area owned and private sector and 
Total area occupied occupied by occupied by Owned and under | Leased and under 
by department department department PWGSC custody PWGSC custody 
Department (000s m2) (000s m2) (000s m2) (000s m2) (000s m2) 

Agriculture and Agri-Food 769 650 35 44 40 
Canada 
Correctional Service Canada 1227. 1,174 13 40 
Fisheries and Oceans 472 331 1 29 112 
National Defence 12,879 11,800 700 Pl 127 
Health Canada 532 374 2 125 31 
Natural Resources Canada 316 DAG 30 53 17 
Parks Canada 512 458 34 iI) 
Public Works and 291 237 25) = = 
Government Services Canada 
Royal Canadian Mounted 1,020 735 204 26 56 
Police 

| Transport Canada 2,130 1,929 99 26 16 
Subtotal 20,148 17,904 1,126 601 518 
Other 20 departments 3,290 636 472 VIS: 1,006 
Total 23,439 18,540 1,598 1,776 ES25 


Note: Figures have been rounded. 
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Ten departments 

have the greatest 
environmental impacts 
and occupy 86 percent 
of the estimated total 
space occupied by the 
30 departments. 


We believe it is 
reasonable to expect 
many departments to 
have made significant 
progress and to have 
resolved many of the 
challenges and 
constraints by now. 


environmental performance measurement 
system will go a long way toward 
satisfying this need. 


The Government Is Not 
Measuring Up 


2.32 Good and consistent performance 
information enables departments to set 
targets that are achievable, to monitor 
progress, to promote due diligence, to 
ensure compliance, and to manage costs. 


Key players in greening operations 


2.33 Ten key departments. Our 
assessment of departmental progress in 
implementing performance measurement 
for greening operations included all 

30 departments; however, we focussed 
more on the key players — those 
departments whose operations have the 
greatest environmental impacts. We 
identified 10 departments as key players 
in greening operations. These departments 
individually occupy more space than most 
of the other departments and together 
occupy 86 percent of the estimated total 
space occupied by the 30 departments. 


2.34 The key players in greening 
operations are also major custodial 
departments. They have direct control 
over most of their operations because they 
own a substantial portion of their 
buildings and facilities. The key players 
include Agriculture and Agri-Food 
Canada, Correctional Service Canada, 
Fisheries and Oceans, Health Canada, 
National Defence, Natural Resources 
Canada, Parks Canada, Public Works and 
Government Services Canada, Royal 
Canadian Mounted Police and Transport 
Canada. 


2.35 While Human Resources 
Development Canada and the Canada 
Customs and Revenue Agency occupy 
significant amounts of space, we did not 
include them in our detailed assessment 
because they lease almost all of their 
buildings and facilities. 


2.36 The 20 other departments. The 
20 other departments we assessed lease 
most or all of their buildings and facilities. 
As tenants, many consider that they have 
limited control over the operations of their 
facilities. As the central custodian for 
federal government office 
accommodation, Public Works and 
Government Services Canada 
acknowledges that it is responsible for 
environmental performance for greening 
of operations in its Crown-owned 
buildings that are used by departments. 
However, the Department has no direct 
control over operations in the buildings 
and facilities it leases for departments, and 
therefore it does not collect and report 
environmental performance information. 


We expected many departments to have 
made significant progress 


2.37 In 1995, A Guide to Green 
Government explicitly articulated the need 
for some sort of environmental 
performance measurement regime. Our 
previous work involving environmental 
performance measurement had shown us 
that it can take up to five years to fully 
implement performance measurement for 
greening of operations. Departments 
embarked on this journey in 1997 with the 
tabling of their sustainable development 
strategies, in which most departments 
committed to greening operations and 
measuring and monitoring their progress. 


2.38 While we acknowledge that some 
departments still lack capacity and may 
only now be taking the first steps on this 
journey, we believe it is reasonable to 
expect many departments to have made 
significant progress and to have resolved 
many of the challenges and constraints by 
now. 


2.39 Our assessment was based on a 
performance measurement framework that 
includes defining scope and direction, 
designing a measurement system, 
collecting baseline information, setting 
targets, reporting, and reviewing and 
improving performance. This framework 
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is consistent with the International 
Organization for Standardization (ISO) 
14031 standard (see Glossary —— 
Appendix A) and was introduced in 
Chapter 8 of the Commissioner’s 1999 
Report. Exhibit 2.2 provides a description 
of each element of the performance 
measurement framework. 


2.40 The interdepartmental Committee 
on Performance Measurement for 
Sustainable Government Operations 
developed a list of proposed 
environmental performance indicators for 
federal departments and these were 
reported in Chapter 7 of the 
Commissioner’s 1998 Report to 
Parliament. The proposed indicators were 
organized according to 11 environmental 
issues or aspects. These aspects are 
contaminated sites, hazardous 
materials/wastes, water use, solid waste 
management, vehicle fleet, 
ozone-depleting substances, green 
procurement, energy use in federal 
facilities, petroleum storage tanks, 
releases/spills, and wastewater sewage. 
Departments may also have additional 
environmental aspects applicable to their 


SS ee ee ee 
Greening Government Operations: 
When Wiil the Government Measure Up? 


operations and thus may develop other 
indicators. 


2.41 The capacity to measure is 
critical. All of the elements of the 
performance framework are considered 
necessary to effectively manage greening 
of operations and measure results in a 
systematic manner. However, the capacity 
to measure performance is critical to 
minimize the environmental impact of 
operations and maximize financial 
benefits. The key departments we 


No department has 
fully implemented all 
the elements of the 


examined occupy 86 percent of the total performance 
estimated space occupied by the 30 measurement 
departments. Therefore, key departments 

framework. 


have potentially the most environmental 
impact, and the risks associated with gaps 
in the framework are of more concern. 


Progress is slow and uneven 


2.42 Government departments are 
making slow and uneven progress in 
implementing performance measurement 
for greening their operations. No 
department has fully implemented all the 
elements of the performance measurement 
framework. Departments noted that they 
face significant constraints. 


Exhibit 2.2 


Elements of a Performance Measurement Framework 


Designing a 


management 
commitment 


Defining the scope measurement Collecting Reviewing and 
and direction system baseline data Setting targets Reporting improving performance 
Develop a plan that Select relevant, Define baseline Set clear, Report on Establish a system for 
includes: realistic and point. measurable and performance reviewing and improving 
quantifiable time-bound results of all performance. 
¢ Priorities performance Collect baseline targets for all applicable 
¢ Actions indicators. data at a applicable aspects. Review and Sonate 
. ati erformance regular 
* Applicable national level aspects. — p Teg ly 
Define roles for all Report internally and on a national basis. 
environmental 23 ; 
: responsibilities applicable Link targets to and externally. 
Bape Evaluate environmental 
ea Sy and aspects using performance a ee ; ie ee < 
Peet A, accountabilities. selected indicators. ee ae ane a cu y 
ae r es for 
¢ Resources performance Pp g opportunities fo 
¢ Evidence of senior mcieston departmental improvement and cost 


commitments and 
targets. 


savings. 
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2.43 Key departments. We examined 

the key departments to assess the degree 
Without collecting to which they had implemented each 

element of the performance measurement 
essential data, framework (see Exhibit 2.3). The 
departments cannot following section summarizes our view of 


current departmental progress. 
effectively manage the 


greening of their None of the key departments has fully 
implemented all the elements 


operations, let alone 
; 2.44 Significant gaps exist. As 

achieve and illustrated in Exhibit 2.3, many gaps exist 

demonstrate results. in implementing the various elements. 
One of the significant gaps is in collecting 
baseline data. This has an impact on the 
capacity of departments to measure, 
report, review, monitor and achieve targets 
for all of the applicable aspects. We are 
concerned that without collecting essential 
data, departments cannot effectively 
manage the greening of their operations, 
let alone achieve and demonstrate results. 


Exhibit 2.3 


As well, until departments collect 
department-wide baseline data, set clear 
and time-bound targets, and develop 
realistic and measurable indicators, for all 
applicable environmental aspects, 
departmental performance reports will be 
incomplete. As a consequence of these 
gaps, aggregate government-wide 
performance reporting for greening of 
operations is currently impossible. 


2.45 Four key departments have 
made some progress. The four key 
departments that have made progress in 
implementing performance measurement 
for greening of operations are Health 
Canada, National Defence, Natural 
Resources Canada and Public Works and 
Government Services Canada. These 
departments have started work on 
implementing all the elements of a 
performance measurement system. But 
there are gaps in the quality and 


Progress by Key Departments, Highlighting the Gaps in Implementing Performance Measurement 


Defining the | Designing a Collecting 
scope and measurement baseline 
direction system information 


Reviewing 
and 
Setting improving 


targets [ Reporting _| performance 


Agriculture and Agri-Food Canada 


Correctional Service Canada 


Fisheries and Oceans 


Health Canada 


National Defence 


Natural Resources Canada 


Parks Canada 


Public Works and Government 
Services Canada 


Royal Canadian Mounted Police 


Transport Canada 


ee Full implementation 


Partial implementation | Limited implementation — _No implementation 
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completeness of implementation for some 
of the applicable environmental aspects. 


2.46 All of the four departments have 
developed action plans to implement 
performance measurement. These plans 
include timetables for completion and 
defined environmental roles, 
responsibilities and accountabilities. The 
action plans were communicated 
internally, although the extent of 
communication and support by senior 
management was not assessed. Health 
Canada and Public Works and 
Government Services Canada developed 
indicators for all environmental aspects. 
National Defence and Natural Resources 
Canada do not have a performance 
indicator for measuring procurement of 
environmentally friendly products and 
services. This is significant because the 
government spends more than $8 billion 
annually in goods and services. 


2.47 Three of the four departments 
have collected baseline data for a majority 
of their applicable environmental aspects 
at a national level and have collected such 
data for several years. We found that 
Public Works and Government Services 
Canada uses estimates to measure 
performance and to report on energy use 
in federal buildings. We would expect that 
this department, as the central custodian, 
would use actual data on energy 
consumption and costs. 


2.48 Not all of the targets set by the 
four departments are clear, realistic, 
measurable and time-bound. For example, 
for the hazardous material/wastes aspect, 
the departments set general targets such as 
“reduce environmental risks”, “continue 
to comply with regulations”, or 
“demonstrate a downward trend in 
quantities of hazardous waste sent for 
disposal”. Targets need to be more 
specific. We also found that not all targets 
are directly linked to the performance 
indicator used. For the fleet management 
aspect, one department measures fuel 
consumption, but its target is only to 


en 
Greening Government Operations: 
When Will the Government Measure Up? 


maintain vehicles in accordance with the 
manufacturer’s specifications. In addition 
to this, we would expect a target to be 
along the lines of “X percent reduction in 
fuel consumption by XX 200X”. 


2.49 There are gaps in reporting 
performance to Parliament for all 
applicable environmental aspects. There 
are also weaknesses in linking 
performance results to targets and 
commitments. Of the four departments 
that have made some progress, National 
Defence has made the most progress, both 
in completeness and quality in its 
Departmental Performance Report. The 
Department reports results against targets 
set out in its Sustainable Development 
Strategy in a manner that clearly 
demonstrates the environmental impacts 
of its operations. 


Aggregate 
government-wide 
performance reporting 
for greening of 
Operations is currently 
impossible. 


2.50 “Reviewing and improving 
performance” is the least developed 
element of the performance measurement 
framework for all the departments we 
assessed. This element is fundamental to 
improving overall environmental 
performance. 


2.51 Three departments are making 
slow progress. Agriculture and Agri-Food 
Canada, Correctional Service Canada and 
Transport Canada are making slow 
progress toward measuring performance. 
Gaps exist in most elements. Agriculture 
and Agri-Food Canada and Transport 
Canada have only partially defined their 
environmental roles, responsibilities and 
accountabilities. Transport Canada stated 
that performance measurement for 
greening of operations was not considered 
when the Department’s environmental 
management system was initially 
developed. Transport Canada has begun 
working on a formal plan for measuring 
performance in its operations. Agriculture 
and Agri-Food Canada has collected 
site-specific data; however, data are not 
centralized and there are no 
department-wide measures for seven of 
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Departments will not 
reap the full benefits of 
their investment in 
greening activities 
until they collect 
baseline data, 
establish targets, 
monitor the progress 
and improve on 
results. 


the eleven applicable environmental 
aspects. 


2.52 None of these three departments 
have reported performance results in their 
1999 departmental performance reports. 
They are all at only an early stage of 
monitoring performance. Correctional 
Service Canada recognizes that it is “not 
yet at a point where it can monitor 
performance on a continuous basis, but it 
is at the threshold of implementing several 
of the required instruments.” 


2.53 Given the early stage of 
development of many of the performance 
measurement framework elements, these 
departments could look to the four leaders 
for guidance and lessons learned in setting 
targets and reporting results. 


2.54 Three departments are making 
limited progress. Fisheries and Oceans, 
Parks Canada, and the Royal Canadian 
Mounted Police have made limited 
progress toward measuring their 
performance. Large, obvious gaps exist in 
implementing most elements and no 
progress has been made at all for some 
elements. 


2.55 Fisheries and Oceans has 
identified few performance indicators. 
Parks Canada has not identified its 
environmental roles, responsibilities and 
accountabilities and has no centralized 
data for its environmental aspects. The 
three organizations are lagging in 
collecting baseline data. The Royal 
Canadian Mounted Police has set targets 
for only one environmental aspect; while 
Parks Canada has set targets for all 
environmental aspects, the majority of 
targets are not measurable or time-bound. 


2.56 None of the three reported 
performance results either internally or in 
their 1999 departmental performance 
reports. As they have not yet collected the 
necessary information, they cannot review 
and monitor performance. 


2.57 In summary, as noted in our 1998 
and 1999 reports, there are significant 
opportunities for energy cost savings of 
between $60 million and $120 million, as 
well as for reduced environmental 
impacts. But departments will not reap the 
full benefits of their investment in 
greening activities until they collect 
baseline data, establish targets and 
programs to meet the targets, monitor 
their progress and improve on results. 
Many environmental improvements, 
including better energy and water 
efficiency, waste minimization and 
pollution prevention, could be achieved 
and could translate into a reduction of 
costs. These benefits could extend to both 
owners and tenants. 


Profile of the other departments 


2.58 The 20 remaining departments 
we assessed occupy 3.3 million square 
metres of space, representing only 

14 percent of the total space occupied by 
the 30 departments (see Exhibit 2.4). 
These departments are mostly tenants — 
that is, they lease 81 percent of their office 
space from either Public Works and 
Government Services Canada or from a 
private sector landlord. Seven of the 20 
both own and lease buildings and 
facilities, while 13 lease exclusively. 


2.59 What we expected. We expected 
these 20 departments to be in the process 
of implementing a performance 
measurement framework. And we 
expected this framework to include all 
environmental aspects applicable to their 
operations. Their operations are generally 
smaller and have fewer applicable 
environmental aspects than those of the 10 
key departments. Nevertheless, all of the 
performance framework elements are 
considered necessary to effectively 
manage greening of operations and to 
measure results systematically. However, 
the degree of effort and sophistication 
may be less for these 20 departments than 
for the key departments, due to the 
smaller scale of their operations. 
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2.60 Public Works and Government 
Services Canada plays a critical role. As 
custodian, Public Works and Government 
Services Canada is responsible for 
greening the 1.1 million square metres of 
Crown-owned buildings occupied by the 
20 departments. In its Sustainable 
Development Strategy and its Report on 
Plans and Priorities, the Department has 
set targets for greening operations in 
Crown-owned facilities for many 
environmental aspects. In its 
environmental performance measurement 
framework, it has included the 
Crown-owned buildings occupied by other 
departments. As we noted previously, the 
Department has made some progress 
toward implementing an environmental 
performance measurement framework for 
Crown-owned buildings and facilities. 
However, it does not collect and report 
information for environmental aspects of 
the buildings and facilities it leases for 
departments. 


2.61 Constraints posed by leased 
space. We recognize that for leased 
buildings and facilities, the pursuit of 
many greening initiatives and the capacity 
to measure performance lie with the 
owners of the buildings and facilities. In 
some cases, departments may not be able 
to pursue certain greening initiatives such 
as structural changes and solid and 
hazardous waste diversion programs. 


However, we expected that departments 
leasing facilities would pursue greening 
initiatives and measure results in areas 
where they can influence results. For 
example, to improve water and energy use 
and to reduce solid waste in leased 
facilities, departments can address such 
things as employee behaviour, 
procurement of energy-saving office 
equipment and recycling activities. 
Further, where a department is the major 
tenant, it may have some leverage to 
apply in furthering its commitments to 
greening operations. 


Departmental progress covers a wide 
range 


2.62 There is a wide range of progress 
among the 20 departments in 
implementing environmental performance 
measurement for greening of operations. 
None of the 20 departments has fully 
implemented a performance measurement 
framework for greening all applicable 
environmental aspects of its operations. 
Six departments have made some progress 
in implementing such a framework. These 
six departments have defined the scope 
and direction, identified applicable 
environmental aspects, and defined 
environmental roles, responsibilities and 
accountabilities. Gaps exist in the 
completeness of baseline data and the 
quality of targets and reported results. In 


There is a wide range 
of progress among 
the 20 other 
departments in 
implementing 
environmental 
performance 
measurement for 
greening of 
operations. 


Exhibit 2.4 


Breakdown of Space Occupied by the 20 Other Departments 


Area under PWGSC and occupied by the 


20 departments 
Area leased from 
Total area occupied Area owned and private sector and Owned by PWGSC 

by the occupied by the occupied by the and under PWGSC Leased and under 

20 departments 20 departments 20 departments custody PWGSC custody 
(000s m?) (000s m7) (000s m2) (000s m2) (000s m2) 
3,290 636 472 GS 1,006 
100% 19% 14% 36% 31% 


Note: Figures have been rounded. 
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Departments need to 
differentiate between 
owned and leased 
buildings in defining 
how they will meet 
their greening 
commitments. 


some cases, the mechanisms for 
monitoring and review are in place but the 
process has not been implemented. 


2.63 The remaining 14 of the 

20 departments are either making limited 
progress in measuring their performance 
or are still at the beginning stages. 
Significant gaps exist in their performance 
measurement frameworks. Some of these 
departments have no plan for performance 
measurement; have not defined their roles, 
responsibilities and accountabilities; have 
set very few targets and collected little 
baseline data; and do not report 
performance. 


2.64 We found no evidence of 
environmental performance information 
for buildings and facilities that are not 
Crown-owned — over 1.5 million square 
metres (45 percent) of space occupied by 
the 20 departments (total 3.3 million 
square metres). This was also the case for 
1.6 million square metres (8 percent) of 
space occupied by the 10 key departments 
(total 20.1 million square metres). 


2.65 A few departments are pursuing 
greening initiatives in leased buildings 
and facilities for solid waste management 
and energy consumption. The initiatives 
are largely directed at changing employee 
behaviour. For example, Solicitor General 
Canada collected performance data for 
two years on the percentage of waste 
recycled, and set a target to recycle 

75 percent of waste by | March 2000. To 
improve energy efficiency, the 
Department has set a target to make 

50 percent of all office equipment 
purchases energy-efficient by 1 March 
2002. 


Commitments to greening operations 
need to be clearly articulated 


2.66 Departments committed to 
greening their operations in their 
sustainable development strategies and 
reports on plans and priorities. We found 
that departments did not clearly 
differentiate between owned and leased 


buildings in defining how they will meet 
their greening commitments. Nor did they 
articulate their roles as tenants and their 
expectations of the owners. 


2.67 In the next set of sustainable 
development strategies, due by 
December 2000, all departments should 
clearly articulate the scope of their 
commitment to greening operations and 
identify who will measure, report, 
monitor and achieve results for each 
environmental aspect applicable to their 
operations. 


Departments face significant constraints 


2.68 We asked departments to tell us 
about the constraints encountered in 
developing and implementing a 
performance measurement framework for 
greening operations. Some common 
constraints noted were competing 
priorities, lack of central leadership and 
guidance, lack of expertise, resource 
constraints, data availability, and lack of 
control over operations. 


2.69 Departments said that the lack of 
central leadership and guidance from lead 
organizations has meant that they are 
developing their environmental 
management systems from the ground up. 


2.70 Most departments cited a lack of 
resources as a major constraint. 
Significant time and resource 
requirements are involved in establishing 
new systems and procedures, and these 
have an impact on the pace at which the 
environmental aspects and initiatives can 
be measured and monitored efficiently. 
There can be a time lag between incurring 
the costs of introducing environmental 
performance measurement and receiving 
the payback in resulting benefits. 


Decision Makers Need 
Government-Wide Reporting 


pA f | Reporting is an important part of 
accountability and is the vehicle for 
presenting the results that have been 
achieved. An objective and balanced 
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performance report is needed to enable 
decision makers to ensure that greening of 
government operations is focussed, on 
schedule, and moving toward the goal of 
sustainable development. An aggregate 
report is needed for parliamentarians to 
use as a yardstick for measuring 
government-wide progress. Such a report 
is also useful to the public as an 
accountability document. In consultations, 
the Treasury Board Secretariat found that 
parliamentarians want collective reporting 
on horizontal issues such as sustainable 
development. 


There is limited use of common 
performance indicators 


2.72 We expected departments to use 
common environmental performance 
indicators to measure and report on their 
progress in greening similar operational 
activities. This would facilitate 
government-wide reporting. 


2.13 Our review of departmental 
sustainable development commitments 
and the 1999 departmental performance 
reports confirmed that few departments 
reported results in a format that links 
directly to their commitments. Further, we 
found that the use of similar performance 
indicators is minimal; therefore, it is not 
possible to aggregate results or to provide 
parliamentarians with an overview of 
government-wide performance and 
progress on commitments. 


2.74 The interdepartmental Committee 
on Performance Measurement for 
Sustainable Government Operations offers 
a menu of performance indicators for 
departments to choose from in managing 
their applicable environmental aspects. 
However, departments may also use other 
performance indicators that apply to their 
environmental aspects. We found that 
more than half of the departments planned 
to use at least one of the Committee’s 
proposed indicators for some common 
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environmental aspects. The indicators 
they planned to use are: 


e number of contaminated sites 


remediated; An aggregate report is 


needed for 
parliamentarians to 
use as a yardstick for 
measuring 


e cubic metres per year of water used 
(per building/occupant/m? of office 
space); 


¢ total number of kilometres by 
vehicle fleet; 


government-wide 
progress. 


e number of alternative-fuel vehicles; 


¢ gigajoules of energy use per year 
(per building/occupant/m2 of office 
space); and 


¢ percentage and number of storage 
tanks in compliance with regulations. 


P29 fos Contrary to the departments’ 
plans, our review of the departmental 
performance reports revealed that 
departments, on the whole, do not use the 
Committee’s proposed indicators in 
reporting; nor do they use any other 
common performance indicators. Unless 
all departments use the same performance 
indicators, where certain environmental 
aspects are applicable, government-wide 
measures will never be developed. 


2.76 Few departments have progressed 


: Departments do not 
to the point where they can actually report 


on performance using results-oriented and use common 
quantifiable indicators. Some of the more performance 
quantifiable indicators proposed by the a 
Committee, such as gigajoules of energy indicators for 
use, may be useful for consolidating into a reporting. 


more meaningful set of core indicators. 
The core indicators can be used for 
aggregating performance information into 
a government-wide performance report on 
greening operations. However, many 
weaknesses remain in collecting essential 
data and in setting targets. Even if 
departments develop more robust 
environmental performance measurement 
systems, further efforts will still be needed 
to achieve consistency in reporting and 
aggregate reporting. 
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No organization has 
been given the 
responsibility, or sees 
itself as the lead, for 
establishing a 
consistent, 
consolidated and 
coherent federal 
approach to reporting 
environmental 
performance. 


The lack of central 
leadership is having a 
negative impact on 
implementing 
performance 
measurement and 
reporting. 


Reporting on compliance with federal 
regulations 


Paeli We looked at environmental 
aspects subject to various federal 
regulations — contaminated sites, 
hazardous materials, fleet management, 
ozone-depleting substances, petroleum 
storage tanks, and releases/spills. We 
found that, where applicable, less than a 
third of the departments reported on 
compliance with federal regulations in 
their departmental performance reports. It 
is important that Parliament receive 
timely and accurate information that 
demonstrates that federal acts and 
regulations are being observed. A good 
example of such reporting is the Report on 
the Application of the Alternative Fuels 
Act that is tabled annually by the President 
of the Treasury Board. 


A clear focus for developing common 
environmental reporting standards is 
lacking 


2.78 We expected that the government 
would designate an authority to 
co-ordinate and oversee reporting of 
progress on implementing sustainable 
development. This authority would ensure 
that reporting to Parliament allowed for 
the oversight of departmental performance 
as well as aggregate performance. We 
would also expect this authority to 
develop standards for reporting by 
departments. The objective of these 
standards would be to promote the 
preparation of consistent and credible 
environmental performance information 
by departments in a format that could be 
consolidated. Further, this authority would 
aggregate the information into a 
government-wide performance report for 
Parliament. The need for aggregate 
reporting on the status of the overall 
greening process has been identified by 
the Auditor General in previous reports. 


2.79 Leadership is fragmented. No 
organization has been given the 
responsibility, or sees itself as the lead, for 


establishing a consistent, consolidated and 
coherent federal approach to reporting 
environmental performance. The Treasury 
Board Secretariat suggests that leadership 
should be provided by lead policy 
departments. Environment Canada states 
that it is not its role to assist all 
departments in developing an 
environmental management system, 
although it is willing to share its model. 


2.80 In our opinion, this lack of 
central leadership is having a negative 
impact on implementing performance 
measurement and reporting. Although 
some departments have incorporated the 
experiences, products, procedures and 
protocols developed by other departments 
or in interdepartmental committees, they 
noted that a more focussed government 
approach would be beneficial. As well, 
departments noted that a government-wide 
long-range action plan, outlining priorities 
for environmental management, would 
help them better anticipate the 
government’s central direction and align 
departmental action plans. However, today 
there is no such action plan and essentially 
each department is working on its own 
timetable and its own set of priorities for 
implementing performance measurement. 


2.81 The Treasury Board Secretariat 
sees its role as a facilitator. Ministers are 
individually responsible for reporting 
results of greening activities within their 
own departments. The Treasury Board 
Secretariat is responsible for co-ordinating 
the preparation of the departmental 
performance reports. However, the 
Secretariat describes its role as primarily 
one of facilitation, encouraging the 
development of mechanisms to support 
horizontal reporting and identifying 
opportunities for future improvements. 
The Results Measurement and 
Accountability Directorate of the Treasury 
Board Secretariat examined the current 
state of performance reporting for 
sustainable development as a whole. It 
concluded that consolidating performance 
indicators would improve reporting of the 
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government’s sustainable development 
agenda, of which greening government 
operations is a significant part. We support 
the Secretariat’s conclusions and its efforts 
to improve, collect and provide access to 
performance information. In our opinion, 
something more than facilitation is 
required. It is unlikely that a facilitator 
would be able to develop environmental 
reporting standards to allow for consistent 
and credible departmental reporting that 
could be further consolidated into an 
aggregate government-wide performance 
report. 


Is there leadership elsewhere? 


2.82 There are a number of 
interdepartmental initiatives under way 
dealing with performance measurement 
and reporting for greening of operations. 
At the operational level, the 
interdepartmental Committee on 
Performance Measurement for Sustainable 
Government Operations was established in 
1997 to define and promote the use of 
common measurement, and to provide a 
focus for performance measurement and 
reporting for greening of operations. The 
Committee has prepared a list of proposed 
performance indicators for a number of 
environmental aspects and has issued an 
interpretation guide. However, as noted 
previously, these measures are currently 
not being used in external reporting and 
the Committee has no authority to ensure 
that they are used. 


2.83 Another interdepartmental 
committee, the Federal Committee on 
Environmental Management Systems, was 
established in 1995 for departments to 
share experiences, information and tools 
for implementing environmental 
management systems. In addition, there is 
an Interdepartmental Network for 
Sustainable Development Strategies. The 
Network proposed eight initiatives for 
co-ordinating sustainable development 
within the government, two of which are 
relevant to this audit: Federal House in 
Order: A Strategy for Excellence; and 


Knowledge and Information/Indicators 
and Reporting. However, as of 

January 2000, these initiatives had just 
been created, and a co-ordinated action 
plan for sustainable development, as 
conceived by the Network, had yet to be 
developed, approved or implemented. 


2.84 As noted previously, there is an 
initiative under way to address Canada’s 
Kyoto Protocol commitments to reduce 
greenhouse gas emissions. However, the 
working group responsible for this 
initiative does not have the necessary data 
on baseline and current-year levels of 
greenhouse gas emissions to set annual 
government-wide reduction targets for 
greenhouse gas emissions. Obtaining these 
data is fundamental to the development of 
an accountability framework that will 
ensure the ongoing federal contribution to 
meeting the Kyoto Protocol commitments 
and to reporting their progress. 


2.85 In summary, interdepartmental 
initiatives are a valuable first step in 
providing frameworks and guidance. But 
current interdepartmental initiatives are 
incomplete and ad hoc, and there is no 
central authority to co-ordinate, formalize 
and approve proposals. Without central 
leadership and a sense of urgency, we 
question whether departments can 
successfully implement performance 
measurement systems and whether 
government-wide reporting will ever 
become a reality. 


The Time for Action Is Now 


2.86 Getting the federal house in 
order by 2002. We estimate that it can 
take up to five years to fully implement 
performance measurement for greening of 
operations. Departments embarked on this 
journey in 1997 with the tabling of their 
sustainable development commitments. 
By 2002 we expect the government to be 
able to produce a government-wide 
performance report on greening 
operations. Several steps can be taken now 
to improve and hasten implementation. 


Each department is 
working on its own 
timetable and its own 
set of priorities. 


Current 
interdepartmental 
initiatives are 
incomplete and 
ad hoc. 


By 2002 we expect the 
government to be able 
to produce a 
government-wide 
performance report on 
greening operations. 
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The lack of sustained 
central leadership is a 
concern. 


2.87 Action needed by fall 2001. By 
the fall of 2001, we expect all 30 
departments to have fully implemented all 
elements of the performance measurement 
framework and to be measuring and 
reporting on all applicable environmental 
aspects pertaining to greening operations 
in buildings and facilities. The wide 
variation in the level and rate of progress 
among the 30 departments is a concern. 
The government’s recent reaffirmation in 
the Speech from the Throne of its 
commitment to greening operations 
indicates that the time for action is now. 


2.88 Departments should take 
immediate action to: 


e address the gaps in collecting 
baseline data and operational data in a 
systematic manner; 


¢ set quantifiable and time-bound 
targets and report results using 
performance indicators that are linked 
to the targets and to departmental and 
government-wide environmental 
commitments; 


¢ address the gaps in measuring and 
reporting performance in compliance 
with legislative requirements; 


e pursue greening initiatives for 
departmental operations that take place 
in leased buildings and facilities; 


¢ integrate performance 
measurement for greening of 
departmental operations that take place 
in leased buildings and facilities into 
environmental performance 
measurement frameworks; and 


e clearly articulate, in the next 
departmental sustainable development 
strategies, the scope of departmental 
commitment to greening operations in 
both leased and owned buildings and 
facilities. The owner’s and the tenant’s 
responsibilities should be identified. 


2.89 As central custodian, Public 
Works and Government Services 
Canada should provide leadership and 


work with departments to implement 
appropriate performance measurement 
for greening of operations in leased 
buildings and facilities. 


Public Works and Government Services 
Canada’s response: Public Works and 
Government Services Canada (PWGSC), 
as a common service agency, is working 
with other departments to improve 
measures for greening tenant department 
operations in both Crown-owned and 
Crown-leased facilities. PWGSC 
procurement practices facilitate the 
purchase of environmentally responsible 
goods and services by client departments, 
and incentives exist in PWGSC's standard 
leasing practices to encourage 
environmentally responsible behaviour. 
The updated PWGSC sustainable 
development strategy will include 
identification of accountabilities for 
reporting and monitoring results in a way 
that will respect the relative mandates of 
custodian departments, tenant 
departments and owners. The updated 
strategy will also include a performance 
reporting framework for facilities leased 
by PWGSC and occupied by other 
government departments. Performance 
reporting for Crown-owned buildings for 
which PWGSC acts as custodian has been 
ongoing since 1997-1998, with the 
Department continually working to 
improve targets, measures and baseline 
data. 


2.90 The lack of sustained central 
leadership is a concern. The government 
needs to establish a systematic federal 
approach to measuring and reporting 
performance for greening of operations. It 
also needs to develop the capacity to 
aggregate departmental performance 
information for greening of operations 
into a consolidated government-wide 
report for Parliament. 


ZOOL The Privy Council Office 
should work with lead organizations, 
including the Treasury Board 
Secretariat, Environment Canada, 
Natural Resources Canada and Public 
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Works and Government Services 
Canada, to establish an action plan and 
timetable for building capacity for 
environmental performance 
measurement and reporting. This action 
plan should designate responsibility 
and/or shared responsibility for: 


e developing reporting standards 
and conventions; 


¢ providing guidance to departments 
and updating current guidelines; 


* greening and measuring 
performance in leased facilities; 


e designating a common set of 
environmental indicators for aggregate 
reporting; 


¢ formalizing and organizing 
interdepartmental initiatives currently 
under way; 


¢ co-ordinating the preparation of 
aggregate performance data; 


e verifying the integrity of the 
aggregate performance data; and 


e reporting aggregate performance 
data. 


292 The window of opportunity is 
closing. Unless the government develops 
an action plan now, it will lose the 
window of opportunity to influence the 
departmental sustainable development 
strategies due in December 2000 and the 
2001 departmental performance reports. 


Conclusion 


2.93 The need to manage horizontal 
issues such as the greening of operations 
is areality of modern government. At the 
operational level, the commitment to 
greening operations is evident. However, 
demonstrating progress in getting its own 
house in order is an integral part of the 
government’s stewardship responsibilities 
and its contribution to sustainable 
development. The government’s 
commitment to greening its own 
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operations spans the last 10 years, but it 
still cannot provide Parliament, or 
Canadians, with an overall picture of its 
progress. As well, it cannot report on 
results against government-wide targets 
such as the commitment to reduce 
greenhouse gas emissions. If the 
government cannot demonstrate that it can 
effectively manage and report on its 
operational performance, how can it deal 
with the larger, more complex task of 
integrating sustainable development into 
decision making for government policies 
and programs? 


Joint departmental response co-ordinated 
by the Privy Council Office: Performance 
measurement is essential for tracking 
progress. As the Commissioner 
acknowledges, the move to full 
implementation of performance 
measurement for greening of operations 
can take up to five years. A number of 
departments have made significant 
progress in developing environmental 
management systems and using them to 
focus on their respective priorities. 


The government still 
cannot provide an 
overall picture of 

its progress. 


The recommendations in this chapter 
provide a clear and useful indication of 
measures that departments could adopt to 
strengthen implementation of the 
government's commitment to greening its 
operations. Full implementation of 
performance measurement is a 
longer-term and ongoing process. 


The next round of departmental 
sustainable development strategies will 
reflect the lessons learned over the last 
few years. The extent of the challenge 
varies widely among departments, given 
the great diversity of government 
operations. These recommendations will 
be taken into account as those strategies 
are prepared and as departments review 
their immediate and longer-term activities 
in light of the Report. 


In the Speech from the Throne, the 
government has reaffirmed its commitment 
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to make itself a model of environmental 
excellence in its own operations and to 
report to Canadians. 


This chapter deals with the processes 
involved in reporting on the greening of 
operations, not on the actual activities 
undertaken to further that objective. In 


fact, departments have made progress in 


developing their respective environmental 
management systems and in using those 
systems to focus on the priority aspects of 
their activities. Sight should not be lost on 
the significance of that, especially given 
the magnitude, scope and complexity of 
government activity. 


That said, the chapter’s comments 
regarding the importance of common 
environmental indicators for government 
operations and collective reporting are 
accepted. Departments will continue their 
efforts to adopt common indicators and 


improve their reporting in accordance 
with the priorities identified by their 
respective environmental management 
systems. It is evident that the capacity to 
accomplish this needs to be improved 
across the range of departmental 
activities. 


An action plan such as that recommended 
and an accountability framework would 
clearly contribute to more uniform 
reporting of progress. The necessary steps 
will therefore be taken to ensure that the 
departments that are most able to act 
effectively in this regard play their 
appropriate leadership roles. 


To that end, the Privy Council Office has 
begun discussion, with the departments 
named, about the appropriate 
accountabilities to manage this horizontal 
issue effectively. 
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% About the Audit 


Three years ago, we began the project Accounting for Sustainable Development. The main emphasis of the 
project was on building the capacity of departments and agencies to implement some key elements of 
sustainable development. Our previous study work relevant to this audit focussed on helping departments to 
build the tools for measuring the environmental impacts of their operations. This year we shifted the focus of 
our work from capacity building to audit. We concentrated exclusively on environmental performance of 
departments’ internal operations. 


Objective 


Our audit objective was to provide Parliament with an assessment of the status of departmental progress in 
implementing performance measurement for greening of operations. We also wanted to assess the capacity for 
government-wide performance reporting to Parliament on greening operations. We expect that the results of 
this audit will assist departments and agencies in planning and implementing environmental performance 
measurement for government operations and improve the information available for departmental decision 
makers and for Parliament. The audit will also provide important baseline information for the Commissioner 
of the Environment and Sustainable Development for future audit work. 


Scope 


Our audit assessed the implementation of performance measurement for greening of operations in the 28 
departments and agencies that tabled sustainable development strategies in December 1997. As well, Parks 
Canada and the Canadian Food Inspection Agency were included in our audit. 


Approach 


To obtain the necessary evidence and assess progress, we asked departments to complete a questionnaire. The 
questionnaire asked such things as the following: 

@ Which environmental aspects are applicable to operations? 

@ Which performance indicators are used to track performance? 

@ Have baseline data been established for the applicable environmental aspects? 

e Which targets have been set for the environmental aspects? 

@ Have performance results been reported? 


e@ What constraints have been encountered in implementing performance measurement for greening of 
operations? 

We also asked departments to provide their plan for implementing environmental performance measurement, 

examples of benefits and corrective actions resulting from performance measurement, and samples of 

performance reports. 


We analyzed but did not audit the information contained in responses to our survey questionnaire. We relied 
on departmental representations in the questionnaire and on our review of supporting documentation provided 
by departments to obtain audit assurance for our findings dealing with departmental progress. 
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We also conducted interviews with key personnel involved in environmental performance measurement and 
reporting at the Treasury Board Secretariat, Public Works and Government Services Canada, Natural 
Resources Canada and Environment Canada. We reviewed relevant files, reports and other documentation as 
they came to our attention. Finally, we monitored the work of the various interdepartmental initiatives 
pertaining to greening of operations and performance measurement. 


Criteria 


Throughout the chapter we articulate our many expectations for performance measurement in greening 
government operations. 


Our specific expectations for assessing departmental progress, in terms of both completeness and quality, 
were based on a performance measurement framework that includes defining scope and direction, designing a 
measurement system, collecting baseline information, setting targets, reporting, and reviewing and improving 
performance. Our expectations for implementing the elements of this framework are described in Exhibit 2.2 
in the chapter. This framework is consistent with the international ISO 14031 standard and was introduced in 
Chapter 8 of the Commissioner’s 1999 Report. 


Audit Team 


Principal: Dan Rubenstein 


Mary Louise Sutherland 
Ann Wesch 

Andrea Daezli 

Ryan Colley 

Stephanie Kalt 


For information, please contact Dan Rubenstein. 
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Appendix A 


Glossary 


Accounting for sustainable development — an information tracking framework that (1) integrates internal (private) 
and external (societal) costs and benefits, and (2) supports evaluations of the short- and long-term consequences of 
activities and projects from environmental, social and economic perspectives. (Source: Commissioner of the 
Environment and Sustainable Development) 


Environmental aspect — element of an organization’s activities, products or services that can interact with the 
environment, provide information to internal or external users. (Source: International Organization for 
Standardization, ISO 14031) 


Environmental impact — any change to the environment, adverse or beneficial, wholly or partially arising from an 
organization’s activities, products or services. (Source: Full Cost Accounting from an Environmental Perspective, 
CICA, 1997) 


Environmental performance — the results of an organization’s management of its environmental impacts. 
(Source: ISO 14031) 


Environmental performance indicator — a specific expression that provides information about an organization’s 
environmental performance. (Source: ISO 14031) 


Environmental target — detailed performance requirement, quantified where practicable and applicable to the 
organization or parts of it, that arises from the environmental objectives and that needs to be set and met in order to 
achieve the objectives. (Source: ISO 14031) 


International Organization for Standardization (ISO) — a worldwide federation of national standards bodies that 
prepares international standards. International Standard ISO 14031 “Environmental Performance Evaluation” supports 
ISO 14001 and 14004. It is a draft international standard giving guidance on the design and use of environmental 
performance evaluation within an organizations. (Source: ISO 14031) 


Greening of government operations — an initiative for all federal departments on how to integrate environmental 
considerations into the management of their operations. (Source: A Guide to Green Government) 


Sustainable development — development that meets the needs of the present without compromising the ability of 
future generations to meet their own needs. (Source: Auditor General Act) 
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Appendix B 


List of Departments Surveyed 


Here is a list of the 30 departments that we asked to complete our questionnaire: 


Agriculture and Agri-Food Canada 

Atlantic Canada Opportunities Agency 

Canada Customs and Revenue Agency 
Canadian Environmental Assessment Agency 
Canadian Food Inspection Agency 

Canadian Heritage 

Canadian International Development Agency 
Citizenship and Immigration Canada 
Correctional Service Canada 

Environment Canada 

Economic Development Agency of Canada for the Region of Quebec 
Department of Finance 

Fisheries and Oceans 

Department of Foreign Affairs and International Trade 
Health Canada 

Human Resources Development Canada 

Indian and Northern Affairs Canada 

Industry Canada 

Department of Justice 

National Defence 

Natural Resources Canada 

Office of the Auditor General of Canada 

Parks Canada 

Public Works and Government Services Canada 
Royal Canadian Mounted Police 

Solicitor General Canada 

Transport Canada 

Treasury Board Secretariat 

Veterans Affairs Canada 

Western Economic Diversification Canada 
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Government Support for 
Energy Investments 


Main Points 


Rl We undertook this study to give Parliament comprehensive information on the support provided by 
government for energy investments and to determine whether this support favours the non-renewable energy 
sector. We were particularly interested in support through the tax system because it is less transparent than direct 
support. We also wanted to explore reasons why energy from renewable sources, other than large-scale 
hydro-electric projects, makes up a small portion of Canada’s energy mix. We sought to determine whether tax 
incentives are a major contributor to this situation. 


3.2 Overall, we found that with a few exceptions, federal government support today for energy investments, 
including support through the tax system, does not particularly favour the non-renewable sector over the 
renewable sector. We also found that in the past, governments have intervened in energy markets for various 
reasons through direct spending, regulations and tax incentives. Most of the federal spending and tax incentives 
have been for non-renewable resources, the predominant source of energy in Canada. 


SPS) All forms of energy are competing for investment dollars against many other investment opportunities. 
Investments with higher rates of return, established markets and good track records are the ones that attract 
investors. Most investors we surveyed find that many renewable energy investments do not currently have these 
features. As well, the payback period is often too long for investments in renewable energy and energy efficiency 
to make them the preferred choice. 


3.4 The federal government stated in its 1996 Renewable Energy Strategy that it wants to increase 
investments in renewable energy. It has also said for many years that it wants Canadians to use energy more 
efficiently. Given the barriers we have identified, the federal government may wish to consider developing new 
strategies and approaches to accomplish its stated objectives for investments in renewable energy and energy 
efficiency. 


Background and other observations 


SS) In December 1997, Canada and 160 other nations negotiated the Kyoto Protocol, an agreement on 
climate change to reduce emissions of six important greenhouse gases, including carbon dioxide. (The main 
source of human-induced greenhouse gas emissions in Canada is the production and consumption of fossil fuels, 
such as oil, natural gas and coal.) For its part, Canada committed to reducing its emissions to six percent below 
1990 levels by 2008-2012. But Canada’s emissions were already 13 percent above 1990 levels by 1997 and are 
expected to keep growing. Unless Canada takes new measures, Natural Resources Canada estimates that Canada 
will actually have to reduce emissions by at least 26 percent from their forecast levels to meet the Kyoto target. 


3.6 For the purpose of this study, “non-renewable sources of energy” included oil, natural gas and coal 
(which are fossil fuels) and nuclear power. “Renewable sources of energy” included water (large-scale and 
small-scale hydro-electric projects), wind, the sun, the photovoltaic cell (energy produced by exposing to light two 
dissimilar materials), biomass (plant materials and animal waste), ethanol, geothermal power (heat energy 
produced in the earth), and waves or tides. 


| Governments have used the tax system to encourage exploration for and development of various sources 
of energy. Most of the federal tax provisions that exist today accelerate the write-off of an expense for tax 
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purposes. This means that the taxpayer reduces current taxes but pays higher taxes later. Accelerated write-offs are 
a benefit mainly because of the “time value” of money. Investors who can reduce current taxes are able to achieve 
a higher rate of return on their investment and have more cash for other investments. 


3.8 An adequate rate of return on investment was the factor most frequently mentioned by our survey 
respondents in assessing the potential of an investment project. As the International Energy Agency pointed out, 
many renewable energy projects do not yet provide an adequate rate of return to make them a desirable 
investment. Three reasons for this are markets are difficult to enter, renewable energy products generally cost 
more than non-renewable ones, and payback periods are often longer. 
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Introduction 


ae In December 1997, Canada and 
160 other nations negotiated the Kyoto 
Protocol, an agreement on climate change 
to reduce emissions of six important 
greenhouse gases, including carbon 
dioxide. (The main source of 
human-induced greenhouse gas emissions 
in Canada is the production and 
consumption of fossil fuels, such as oil, 
natural gas and coal.) For its part, Canada 
committed to reducing its emissions to 
six percent below 1990 levels by 
2008-2012. But Canada’s emissions were 
already 13 percent above 1990 levels by 
1997 and are expected to keep growing. 
Unless Canada takes new measures, 
Natural Resources Canada (NRCan) 
estimates that Canada will actually have 
to reduce emissions by at least 26 percent 
from their forecast levels to meet the 
Kyoto target. 


3.10 The ministers of energy and the 
environment in the federal, provincial and 
territorial governments approved a process 
in April 1998 to develop a national 
implementation strategy to address 
climate change. Sixteen “issue tables” or 
working groups, involving about 

450 people with many perspectives on 
climate change, were created to examine 
the impacts, costs and benefits of 
implementing the Kyoto Protocol. Each 
issue table is expected to develop a set of 
options for consideration by the ministers 
over a series of meetings in 2000-2001. 


3.11 Two important ways to address 
climate change are using energy more 
efficiently and establishing a more 
sustainable mix of energy sources, which 
means a greater reliance on renewable 
sources. Using energy more efficiently is 
widely recognized as an effective way to 
reduce greenhouse gas emissions, 
particularly carbon dioxide. Renewable 
energy sources, such as water, biomass 
(plant materials and animal waste), wind 
and the sun, can provide Canada with a 
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secure supply of energy over the long term 
in an environmentally friendly way. 


S12 For the purpose of this study, 
“non-renewable sources of energy” 
included oil, natural gas and coal (which 
are fossil fuels) and nuclear power. 
“Renewable sources of energy” included 
water (large-scale and small-scale 
hydro-electric projects), wind, the sun, the 
photovoltaic cell (energy produced by 
exposing to light two dissimilar 
materials), biomass, ethanol, geothermal 
power (heat energy produced in the earth), 
and waves or tides. “Other sources of 
energy” included methanol/methane and 
the hydrogen fuel cell. These sources can 
be renewable or non-renewable. 


Overview of the energy sector 


3.13 The economic development of 
modern societies depends on energy. 
Exhibit 3.1 shows the many sources of 
energy and their uses. According to 
NRCan, the Canadian consumption of 
energy in 1997 was 39 percent in the 
industrial sector, 27 percent in the 
transportation sector, 18 percent in the 
residential sector, 13 percent in the 
commercial sector, and 3 percent in the 
agricultural sector. In Canada, the 
consumption of energy varies by region 
because of population patterns, the 
climate and the mix of industrial 
activities. 


The economic 
development of 
modern societies 
depends on energy. 


3.14 In 1997, 24 percent of Canada’s 
energy needs were met by electricity. To 
determine its environmental effects, it is 
important to understand how electricity is 
produced. Over half of Canada’s 
electricity is generated from 
hydro-electric projects, mostly large-scale 
ones that can have negative impacts on the 
environment when flooding is required to 
create large reservoirs. The rest of the 
country’s electricity is produced mostly by 
nuclear power reactors and the burning of 
fossil fuels. Some forms of renewable 
energy, such as wind, solar energy and 
biomass, also produce electricity, but the 
total amounts are small. 
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Exhibit 3.1 


Energy Sources and Uses 


Source: Office of the Auditor 
General of Canada and the 
Commissioner of the Environment 
and Sustainable Development 


3.15 NRCan has projected Canada’s 
growing energy requirement to 2020. As 
Exhibit 3.2 shows, non-renewable sources 
will be used to meet most of this 
requirement. However, extracting, 
producing and burning fossil fuels creates 
greenhouse gases, which have 
implications for climate change. Either 
domestic or foreign sources of energy can 
satisfy Canadian requirements. As long as 
Canadians and Canadian industry need 
more energy and are willing to pay for it, 
suppliers will provide it. 


3.16 Domestic requirements for 
energy combined with export 
opportunities drive Canadian energy 
production. For some energy products 
such as electricity, there is a fairly close 
link between Canadian requirements and 
Canadian production. For others such as 
oil and gas, the link is not as close. 


3.17 Non-renewable sources of energy 
tend to be traded on international markets, 
which set their prices. Changes in 
Canadian production will not necessarily 
affect the amount Canadians consume or 
the price they pay. However, international 
changes in the price or supply of these 
energy sources could well affect Canadian 
consumers. Canada has large reserves of 


oil, natural gas and coal and using them to 
meet Canadian energy requirements, thus, 
has some economic advantages. 


3.18 Canada has a large and vibrant 
oil and gas industry. Net spending of the 
upstream sector of the industry 
(exploration and production) was about 
$28.4 billion in 1998. That year, 
companies produced over 2 million barrels 
of crude oil a day and about 16 billion 
cubic feet of natural gas a day and 
exported about half of this production. 
The upstream oil and gas sector employs 
over 70,000 people. From 1991 to 1997, 
the oil and gas industry recorded operating 
profit margins of 9.1 percent on average, 
compared with 6.6 percent for all 
industries. It recorded a return on capital 
of 5.5 percent on average, compared with 
5.8 percent for all industries. 


JAS Renewable sources of energy 
tend to be produced, priced and consumed 
in a more local or regional market. These 
sources are competitive in their markets if 
they are available and if their cost is 
comparable with other energy options. 


3.20 Both renewable and 
non-renewable sources of energy need 
capital to grow. However, they do not 
necessarily compete with each other for 
investment dollars. Rather, investors look 


Non-renewable Renewable Other 
= 7 = 
\ 3) edi ieee ee 
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'Excludes the use of electricity. 


Excludes the use of electricity and transportation. 
Other sources of energy can be renewable or non-renewable. 
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for investments that meet their specific 
objectives, including a desired rate of 
return, 


Energy policy, a shared responsibility 


3.21 Jurisdiction over energy policy is 
shared between the federal and provincial 
governments. The provinces own energy 
resources and develop energy and taxation 
policies and regulations on the 
management of these resources. The 
federal government mainly deals with 
interprovincial and international 
movement of energy and energy-using 
equipment as well as projects that extend 
beyond a province’s borders. It also 
regulates the nuclear industry in Canada. 
In addition, the federal government has 
broad taxation and spending powers. Both 
levels of government have responsibilities 
for protecting the environment. 


3.22 Federal energy policy has 
evolved over the last three decades. 
During the mid-1970s and early 1980s, the 
government wanted to ensure that 
Canadians had a secure supply of energy 
at an affordable price. As world oil prices 
fell and supplies increased in the late 
1980s and early 1990s, the focus shifted to 
developing Canadian energy resources and 
improving regional economies. Today’s 
stated energy policy is market-based and 
increasingly shaped by Canada’s domestic 
and international commitments, such as 
the North American Free Trade 
Agreement and the Kyoto Protocol. The 
planned national implementation strategy 
for dealing with climate change may have 
a significant effect on future energy 


policy. 


3.23 In October 1996, NRCan released 
its Renewable Energy Strategy: Creating a 
New Momentum. Its objective is to bring 
Canadian renewable energy technologies 
into commercial use more quickly by 
enhancing investment conditions and 
promoting technology and market 
development initiatives. In April 1998, 
NRCan established the Office of Energy 
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Efficiency with the mandate to renew, 
strengthen and expand Canada’s 
commitment to energy efficiency. 


Focus of the study 


3.24 Governments have supported the 
exploration for and development of energy 
from non-renewable and renewable 
sources and encouraged energy efficiency 
over the years for various reasons. These 
include securing the supply of energy, 
especially during oil crises, developing 
regional economies and addressing 
environmental concerns. Some believe 
that the non-renewable sector has enjoyed 
and continues to enjoy more support than 
the renewable sector. Many have said that 
there are hidden subsidies in the tax 
system for investments in the 
non-renewable energy sector. 
Furthermore, some have argued that the 
renewable energy sector in Canada is not 
expanding as quickly as it should, largely 
because of government action, or inaction. 


Exhibit 3.2 


Petajoules 


(thousands) Canada’s Growing Energy 


Requirements — Projection to 2020 
ive. 


Other sources (renewable) 


Hydro-electricity 


Nuclear electricity 
Coal 


Natural gas and liquid 
propane gas 


ol B 


Note: A petajoule is a unit of 
energy in the metric system. 
It is equal to about | billion 

cubic feet of natural gas. 


in) 
| 


Source: Natural Resources 
Canada, Canada’s Energy 
Outlook 1996-2020 


1990 1995 2000 2010 2020 
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Federal and provincial 
governments have 
intervened in energy 
markets almost since 
their beginning. 


S225) We undertook this study to give 
Parliament comprehensive information on 
the support provided by the federal 
government for energy investments and to 
determine whether this support favours the 
non-renewable energy sector. We were 
particularly interested in support through 
the tax system because it is less 
transparent than direct support. While our 
focus was on energy investments, we 
reviewed other significant federal 
government interventions in the energy 
sector. We also wanted to explore reasons 
why energy from renewable sources, other 
than large-scale hydro-electric projects, 
makes up a small portion of Canada’s 
energy mix. We sought to determine 
whether tax incentives are a major 
contributor to this situation. 


3.26 For more information on this 
study, see About the Study at the end of 
the chapter. 


Observations 


Government Spending and 
Regulation 


5 P| Federal and provincial 
governments have intervened in energy 
markets almost since their beginning. 
Government policies have controlled or 
influenced particular activities through 
direct spending, regulation and tax 
incentives to provide Canadians with a 
secure supply of energy, to develop 
regional economies and to address 
environmental concerns. Appendix A 
presents highlights of federal government 
spending and regulation related to energy 
investments. In the past, much of this was 
focussed on non-renewable resources, the 
predominant source of energy in Canada. 
Sometimes the spending and regulation 
benefited mainly the producers of 
non-renewable resources; at other times 
consumers were the main beneficiaries. 


Federal spending 


3.28 We analyzed federal spending on 
energy reported in the Public Accounts of 
Canada and departmental reports on plans 
and priorities (formerly a portion of 

Part III of the Main Estimates) from 
1970-71 to 1998-99. Exhibits 3.3 and 3.4 
break down the spending over this period 
by energy source. We included payments 
to third parties and government programs 
that relate to investments in energy. We 
excluded general operating expenses of 
departments and regulatory expenses of 
agencies concerned with energy matters. 
We also excluded federal spending on 
energy to power, heat and cool facilities or 
run vehicles and other equipment. 


3.29 For non-renewable resources, 
other than nuclear power, the federal 
government’s greatest spending occurred 
between 1974 and 1986 during the days of 
oil import compensation payments 
(OICPs) and the National Energy Program 
(NEP). 


3.30 The government introduced 
OICPs in 1974 so that consumers in 
Quebec and Atlantic Canada, who were 
then completely dependent on imported 
oil, would be protected against increases 
in world oil prices. The payments had 
totalled about $13.6 billion by the time 
they ended in 1985. A tax on crude oil 
exports helped to finance the payments. 


3.31 The NEP was introduced in 1980 
and, among other things, retained the 
government’s objective of a single 
“made-in-Canada’” oil price set below 
world levels. The NEP imposed a refinery 
levy, the petroleum compensation charge, 
to help achieve this objective. By the end 
of the regime following the signing of the 
Western Accord in 1985, the petroleum 
compensation charge had raised about 
$11.3 billion from refiners, of which 
$11.1 billion was paid out to the first users 
(usually other refiners) of high-cost 
petroleum. Under the NEP, the 
government encouraged exploration and 
sought to increase Canadian ownership in 
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the oil and gas industry by paying some 333 The development of nuclear 
$7.7 billion in cash grants under the technology in Canada began in the 1940s. 
Petroleum Incentives Program. In 1944, the federal government started 


constructing a research facility at Chalk 
River, Ontario. Since 1946, the federal 


ae Bithe lated S0saudicatly, 1290s, government has spent about $6 billion on 


the federal government supported energy nuclear technology, mostly through 


megaprojects, such as the Hibernia Atomic Energy of Canada Limited. As 
Development Project and heavy oil Exhibits 3.3 and 3.4 show, annual 
upgraders. Since 1995, federal 


; spending has declined in recent years. 
government spending on non-renewable 


energy resources has been reduced 3.34 The federal government has 
significantly. supported the development and use of 
Amount Exhibit 3.3 
($ billions) 
Gazz Direct Federal Spending on 
| Energy, 1970-71 to 1998-99 
pre || | 
ge Me ola 
| es) 
veo 
| \ 


Renewable energy Be 


i pseep erin ae saa trea Total spending = $0.2 billion 


1998-99 dollars* a 
| : Energy efficiency 7 
Total spending = $3.3 billion 5 


Non-renewable energy (except 
for nuclear technology) 
Total spending = $40.4 billion 


ae Xs 


Nuclear technology 
Total spending = $5.1 billion 


* The bars in the graph 
indicate current dollars 
in the years shown. 
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| | | | | | 
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National Energy Program (NEP) 
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Start of NEP Phase-out of NEP 


Source: Public Accounts of 
Canada and Natural 
Resources Canada 
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crisis crisis Protocol 


Report of the Commissioner of the Environment and Sustainable Development — 2000 3-11 


Government Support for Energy Investments 


Exhibit 3.4 


Direct Federal Spending 
on Energy, 1987-88 to 
1998-99 


BB Renewable energy 
Yy Energy efficiency 


Ba Non-renewable energy 
(except for nuclear 
technology) 


Ea Nuclear technology 


Source: Public Accounts of 
Canada and Natural 
Resources Canada 


renewable energy technologies for over 
20 years, mainly through research and 
development programs and tax incentives. 
At first, this was because it wanted to be 
certain that Canada had a secure supply of 
energy. Now it is more concerned about 
the environmental impacts of using 
non-renewable resources to produce 
energy. The federal government is 
spending around $12 million annually to 
support renewable energy technologies. 


S35 The federal government has also 
promoted energy conservation and energy 
efficiency for many years. In the late 
1970s, spending on energy efficiency 
programs grew significantly (see 

Exhibit 3.3). Grant programs, such as the 
Canadian Home Insulation Program, were 
used to convince energy users to become 
more energy-efficient. By the mid-1980s, 
spending on energy efficiency dropped 


Amount 
($ billions) 


Y 

Yj 
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substantially. In the early 1990s, the 
federal government re-emphasized energy 
efficiency and energy from alternative 
sources and began to regulate the energy 
efficiency of products that use energy. In 
recent years, it has spent about 

$64 million annually on energy efficiency 
activities. 


Other federal support 


3.36 The federal government has also 
supported the energy sector by investing 
in companies, granting loans, remitting 
certain taxes and export charges, and 
assuming certain potential losses 
(contingent liabilities). Since 1970, the 
federal government has written off 

$2.8 billion of its investments and loans 
for energy projects in the non-renewable 
sector; this is in addition to the amounts 
shown in Exhibits 3.3 and 3.4. Between 
1975-76 and 1981-82, it remitted almost 


1993-94 1995-96 
1994-95 


1997-98 


1996-97 1998-99 
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$2.4 billion of export and other charges on 
certain types of oil or oil products that 
companies exported “when an equal 
volume was returned to Canada.” 


Se The federal government’s 
reported contingent liabilities related to 
energy had reached about $950 million on 
31 March 1999. These liabilities concern 
the Hibernia Development Project, the 
NewGrade heavy oil upgrader, and 
installations governed by the Nuclear 
Liability Act. They do not include the 

cost of cleaning up high-level radioactive 
waste on federal property. Nor do they 
include the cost of cleaning up low-level 
radioactive waste, mainly in the Port Hope 
area of Ontario, and decommissioning 
sites of uranium tailings. (We estimated 
these costs to be $850 million in our 

May 1995 Report, Chapter 3, Federal 
Radioactive Waste Management.) 


The Tax System and Energy 
Investments 


Federal government revenue from 
energy 


3.38 The federal government 

collects taxes from the production and 
consumption of energy (see Exhibits 3.5 
and 3.6). The largest source of revenue is 
the excise tax that consumers pay on fuels 
to run their vehicles and equipment, which 
raised some $50 billion between 1970 
and 1999. The federal government also 
collects goods and services tax (GST) on 
a number of energy products and services, 
but it is difficult to determine the exact 
amounts. 


3.39 From 1973-74 to the late 1980s, 
the federal government collected about 
$7.8 billion in oil export taxes, 

$10.1 billion from the petroleum and 

gas revenue tax, and, as noted in 
paragraph 3.31, about $11.3 billion from 
the petroleum compensation charge. 
These levies were phased out after the 
Western Accord was signed in 1985 

(see Appendix A). 
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3.40 The federal government also 
collects income taxes from producers of 
energy, except for provincially owned oil 
and gas companies and utilities. 

Exhibit 3.6 shows that between 1990 

and 1997, the oil and gas and electricity 
industries paid over $12 billion in federal 
corporate income taxes. 


Current tax incentives for energy 
investments 


3.41 Governments have used the tax 
system to encourage exploration for and 
development of various sources of energy. 
Appendix B highlights some of the ways 
this support has been provided in the past. 
Appendix C describes the current income 
and excise tax provisions that relate 
specifically to energy investments. These 
provisions are complex and, when they are 
used, so is the way they interact with each 
other, with all the other provisions in the 
Income Tax Act and with provincial tax 
and royalty regimes. 


Governments have 
used the tax system to 
encourage exploration 
for and development 
of various sources of 
energy. 


3.42 Most of the current federal tax 
provisions accelerate the write-off of an 
expense for tax purposes. This means that 
the taxpayer reduces current taxes but 
pays higher taxes later (see Exhibit 3.7). 
Accelerated write-offs are a benefit 
mainly because of the “time value” of 
money. Investors who can reduce current 
taxes are able to achieve a higher rate of 
return on their investment and have more 
cash for other investments. 


3.43 The incentive for companies is to 
keep spending and take advantage of the 
accelerated write-offs to reduce current 
taxes and put off the day when they have 
to pay increased taxes. This reaction is 
what the government had in mind when it 
designed these tax incentives to encourage 
investments in non-renewable and 
renewable resources. 


3.44 Accelerated write-offs work best 
for companies that are making profits and 
are in a position to pay taxes. For 
companies that are not, the accelerated 
write-offs can be carried forward and 
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renewable and conservation expenses (see 
Appendix C for definitions). Investors 
receive equity in the company and can 
deduct the accelerated write-offs in 
calculating their taxes. The company 
cannot deduct the expenses that it has 
flowed to investors, and it may eventually 
pay higher taxes. In general, small 
companies that do not have taxable 
income are the ones that issue 
flow-through shares. 


deducted for tax purposes when the 
companies become profitable. 


3.45 Flow-through shares allow 
companies to raise funds to carry out 
certain activities by flowing (or passing) 
some of their accelerated write-offs to 
shareholders. A company can issue 
flow-through shares for Canadian 
exploration expenses, Canadian 
development expenses and Canadian 
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Royalties and the resource allowance 


3.46 When companies calculate their 
federal income taxes, they cannot deduct 
royalties paid to provincial governments 
for oil, natural gas and minerals. (Normal 
income tax rules allow a deduction for 
most amounts that are paid to earn 
income.) The federal government imposed 
this restriction in 1974 in part to 
disentangle provincial royalty regimes 
from federal income taxes. To compensate 
for the restriction and to offer more 
incentives for exploration and 
development, the government introduced 
the resource allowance in 1976. In 
calculating income taxes, companies can 
deduct a resource allowance that is 

25 percent of resource profits from mining 
and from producing oil and gas. In general 
terms, resource profits are defined as 
resource revenue minus associated 
overhead, operating costs and capital cost 
allowances (write-offs of capital assets, 
such as equipment and buildings). 


3.47 In recent years, the benefits that 
the oil and gas industry received as a 
whole from the resource allowance 
deduction have roughly offset the 
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increased tax cost arising from the 
non-deductibility of provincial royalty 
payments (see Exhibit 3.8). For the 
mining sector (including coal and uranium 
mines), the resource allowance generally 
exceeds royalties. However, the 
relationship between royalties and the 
resource allowance differs from one 
corporation to another. For example, a 
company with low resource profits would 
receive a small resource allowance that 
might not offset the non-deductibility of 
Crown royalties. But the rules give 
companies some discretion in calculating 
the resource allowance, and accelerated 
write-offs can reduce it significantly. 


Current tax incentives 
for the energy sector 
are mainly accelerated 
write-offs that are 
designed to encourage 
investment. 


3.48 We encourage the Department of 
Finance to monitor the resource allowance 
and ensure that it is an appropriate 
compensation for the non-deductibility of 
provincial royalty payments. 


Estimating resource-related tax 
expenditures 


3.49 Tax expenditures are usually 
thought of as tax measures, such as 
exemptions, deductions or tax credits, that 
the government uses to achieve specific 
economic and social policy objectives. 


Exhibit 3.6 


Federal Corporate Income Taxes Paid by Oil and Gas and Electricity Industries 


1990 1991 1992 1993 1994 1995 1996 1997 
($ millions) 
Oil and gas (upstream) TOS 52319 639.2 eZ 874.6 OV229 1,246.5 22a) 
Oil and gas (downstream) 388.8 466.1 234.8 437.8 414.4 507.1 556.5 750.5 
Total oil and gas 15220 990.0 874.0 1,211.0 1,289.0 1,580.0 1,803.0 197220 
Electricity 142.0 143.0 187.0 210.0 231.0 218.0 214.0 DSO 
Total income taxes paid 
by oil and gas and 1,294.0 1138.0 1,061.0 1,421.0 1,520.0 1,798.0 2,017.0 2,229.0 
electricity industries 
Total federal income taxes 
paid by all industries 10,724.0 10,550.0 10,546.0 11,318.0 13,488.0 16,198.0 18,512.0 19,767.0 
Source: Statistics Canada 
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Exhibit 3.7 


The Effects of Accelerated Write-Offs 


Facts: 


1. In year 1, a company spends $100,000 exploring for natural gas. 


2. The company writes off this amount in its books over the production life of the discovered well. 

3. The company earns profits of $200,000 each year before the write-off and before taxes. 

4. The tax rate is 30 percent. 

Year 1 Year 2 Year 3 Year 4 Year 5 
($ thousands) 

Income recorded in the books: 
Profits earned 200 200 200 200 200 
Write-off of exploration expenses ly 17 ik 13 9 
Income before taxes 183 183 183 187 191 
Taxes at 30% (rounded) 55 55 55 56 57 
Income calculated for taxes: 
Profits earned 200 200 200 200 200 
Write-off of exploration expenses 100 0 0 0 0) 
Income before taxes 100 200 200 200 200 
Taxes at 30% 30 60 60 60 60 
Reduction in taxes due to 
accelerated write-off 25 
Increase in taxes due to 
accelerated write-off (5) (5) (4) (3) 


If the accounting rules and the tax rules were the same, the company would pay $55,000 of taxes in year 1. However, the 
accelerated write-off allows the company to deduct the full $100,000 of exploration expenses in year | and reduce its taxes for that 
year by $25,000. 


In year 2 the company would pay taxes of $55,000 if the accounting rules and the tax rules were the same. However, because of 
the accelerated write-off in year 1, the company has no deductions left and the company must pay $60,000 in taxes in year 2, an 
increase of $5,000. 


This trend continues for all future years until the exploration expenses are completely written off in the books. 
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They are often an alternative to direct 
spending. For example, incentives for 
research and development can be provided 
through government grants or through tax 
credits. 


3.50 Current tax incentives for the 
energy sector are mainly accelerated 
write-offs that are designed to encourage 
investment. In these cases, a reasonable 
proxy for the tax expenditure would be the 
tax on the difference between the amount 
written off in the companies’ books and 
the amount written off for taxes. When the 
tax write-off is greater than the book 
write-off there is a reduction in taxes and 
a positive tax expenditure (see 

Exhibit 3.7). When the tax write-off is less 
than the book write-off there is an increase 
in taxes and a negative tax expenditure. 


eH | Estimating total tax expenditures 
for accelerated write-offs is not an easy 
task. The provisions are complex, and 
gathering the appropriate data is difficult. 
Many of the deductions are discretionary, 
meaning that the taxpayer can determine 
how much of the eligible amount is 
actually claimed in a given year. 


Amount 
($ billions) 
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Furthermore, because accelerated 
write-offs can result in positive or 
negative tax expenditures, an annual 
estimate may not provide an accurate 
picture of the real cost resulting from the 
write-offs. 


352 The Department of Finance has 
tried to deal with these issues in its annual 
tax expenditure account by calculating the 
net present value of the tax benefit that an 
investor would realize from accelerated 
write-offs for a hypothetical investment of 
$100,000. According to the 1999 account, 
if $100,000 is spent on exploration for 
non-renewable resources, the net present 
value of the tax benefit from the 
accelerated write-off of the expense is 
$4,800. But this approach does not 
provide information on total tax 
expenditures. 


3.53 Furthermore, no one 1s now 
collecting the data needed to estimate 
total tax expenditures related to 
accelerated write-offs. To get a sense of 
the size of the difference between the 
write-offs for book purposes and for tax 
purposes, we used rough data from 
Statistics Canada on the oil and gas 


1991 1992 1993 1994 1995 1996 


Note: This table does not include the results of the Gulf Canada case (see the Auditor General’s 
1993 Report, Chapter 3, Other Audit Observations). 


Source: Natural Resources Canada and Department of Finance 


No one is now 
collecting the data 
needed to estimate 
total tax expenditures 
related to accelerated 
write-offs. 


Exhibit 3.8 


Relationship Between 
Resource Allowance and 
Crown Royalties for Upstream 
Activities in the Oil and Gas 
Industry, 1983-1996 


Royalties Si 


Resource allowance 
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Exhibit 3.9 


industry. As Exhibit 3.9 shows, the tax 
write-off for physical assets is less than 
the book write-off, but for exploration and 
development expenses, the tax write-off is 
greater than the book write-off. However, 
it is not possible to estimate a tax 
expenditure using these data, mainly 
because the estimates must be calculated 
for each company to take account of its 
unique tax situation. 


3.54 We encourage the Department of 
Finance to explore other ways to estimate 
the total cost of these tax incentives, to 
determine whether the incentives are 
meeting their objectives cost-effectively 
and to determine whether they are still 
needed. 


Is the Current Tax Treatment 
Similar for Investments in 
Renewable and Non-Renewable 
Energy? 


3.55 To answer this question asked by 
many interested stakeholders, NRCan and 
the Department of Finance published a 
study in 1996, The Level Playing Field: 
The Tax Treatment of Competing Energy 
Investments. The main objective of the 


study was to measure the degree to which 
the tax system does (or does not) provide 
comparable levels of support to 
investments in non-renewable and 
renewable energy and in energy 
efficiency. 


3.56 The study concluded that while 
the playing field is not level, there are few 
variations in the tax treatment of energy 
projects, except for ethanol and certain 
energy efficiency projects. The level of 
tax support for investments in the supply 
of non-renewable and renewable energy 
varied between 5 percent and 20 percent 
of capital costs. 


3.57 We reviewed the study and its 
underlying methodology to determine the 
accuracy of the findings. The study 
analyzed a number of projects and showed 
how much each project is taxed under the 
current system when compared with a 
neutral tax system (one that does not have 
any incentives). Then it determined which 
projects pay more taxes and which ones 
pay less. 


3.58 We sought to check the results of 
the Level Playing Field study by using a 
different methodology, called marginal 
effective tax rates (METRs). This 


Differences Between Amounts Written Off for Tax Purposes and Book Purposes in the Oil and Gas Industry 


1991 1992 1993 1994 1995 1996 1997 
($ millions) 

Physical assets 

Amounts written off for tax purposes 3,076 3,629 4,721 4,692 4,732 5,618 SO; 152 

Amounts written off for book purposes Sallis 5,099 5,435 6,018 6,330 6,272 6,382 
_ Difference (2,039) (1,470) (714) (1,326) (1,598) (654) (1,230) 
| Exploration and development 

Amounts written off for tax purposes 2,829 3,242 3,209 4,756 4,342 5,676 5,418 

Amounts written off for book purposes 1,811 yoo 2,268 3,154 2,336 S021 SA159 
__ Difference 1,018 1,443 94] 1,602 2,006 2,055 23259 


Source: Statistics Canada 
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methodology looks at how the tax system 
treats marginal investments, that is 
investments that just meet the investor’s 
acceptable rate of return. Once METRs 
are calculated for various investments, it 
is easy to see which ones the tax system 
does or does not favour. 


Shek We were unable to reach a firm 
conclusion using the METR methodology 
because some of the data that we needed 
to apply the methodology were not 
available. However, to the extent that we 
were able to complete the analysis, our 
results supported the conclusions of the 
Level Playing Field study. 


3.60 We reviewed other evidence to 
determine whether the tax system favours 
non-renewable energy sources over 
renewable ones. We also examined the tax 
provisions for energy investments, 
including their evolution over time, and 
consulted people who invest in energy. 


3.61 The Minister of Finance’s 
Technical Committee on Business 
Taxation reported in 1997 on the METRs 
paid by companies in various industries. 
The Committee found that the average 
METR for all industries was 19 percent. 
Unfortunately, the Committee did not 
provide METRs for renewable energy. 


3.62 For the upstream activities 
(exploration and development) of the oil 
and gas industry, the Committee 
calculated two METRs, depending on how 
royalties were treated. For purposes of 
comparing various energy investments, we 
believe that treating royalties paid to 
provincial governments as a tax is the 
preferred treatment. The METR for the 
upstream activities of the oil and gas 
industry was 18.2 percent, which was 
close to the average METR for all 
industries. 


3.63 The downstream activities 
(refining and marketing) of the oil and gas 
industry are included in the manufacturing 
and retail trade industries. The METR was 
16.5 percent for the manufacturing 
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industry and 23.2 percent for retail trade. 
These METRs are reasonably similar to 
the average METR for all industries. 


3.64 The Committee also calculated 
METRs for mining, including coal. When 
royalties paid to provincial governments 
are treated as a tax, the METR was 

17.7 percent, which was close to the 
average METR for all industries. 


3.65 It is important to note, however, 
that the approach used in the Level 
Playing Field study and the methodology 
for calculating METRs are theoretical. 
They assume that the tax provisions will 
be used in a particular manner. The way 
the provisions are actually applied 
determines the taxes that companies pay 
on specific energy investments. For 
example, most taxpayers can deduct 
interest on money borrowed for 
investments when calculating their taxes. 
Interest is a key component of many 
energy investments. If companies have the 
time and the resources to engage in 
complex tax-planning mechanisms that 
involve the deduction of interest, they can 
legally reduce the taxes they pay on 
particular energy investments. 


For current 
investments, the 
federal income tax 
treatment given to 
renewable and 
non-renewable energy 
investments is 
reasonably similar. 


3.66 We found that tax incentives for 
investing in non-renewable energy were 
more generous in the past than they are 
today. For example, the depletion 
allowances that allowed companies to 
deduct more than their actual expenses in 
the 1960s and 1970s are no longer 
available (see Appendix B). Changes were 
also made in the 1990s to tighten the 
income tax rules for calculating the 
resource allowance. 


3.67 We also found that several 
amendments have been made in recent 
years that are intended to give similar tax 
treatment to all forms of energy 
investment. Investors told us that in most 
cases, the federal income tax treatment for 
renewable energy and non-renewable 
energy is similar but they desire further 
changes to ensure that all of the available 
provisions can be used. 
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Many renewable 
energy projects do 

not yet provide an 
adequate rate of return 
to make them a 
desirable investment 
for several reasons. 


3.68 At the same time, there are three 
important exceptions to this similar tax 
treatment. First, the tax system does not 
give any preferential treatment to certain 
investments that improve energy 
efficiency. For example, installing 
energy-efficient windows in a building is 
treated the same way for taxes as 
installing regular windows. Any 
encouragement to install energy-efficient 
windows has to come from other sources, 
such as reducing heating and cooling costs 
over time. Investors who want to have 
their investment repaid in a short period 
of time would likely choose regular 
windows if they were cheaper. 


3.69 Second, investments in oil sands, 
like all mining investments including coal, 
receive a significant tax concession (see 
Appendix C). The rules allow companies 
to write off all capital costs for a project 
before they pay any federal income taxes 
on the profits earned from the project. 
These provisions recognize the risks 
involved in oil sands investments and the 
potential economic benefits, but they 
make the investments more attractive than 
they otherwise would be. The Department 
of Finance estimates that the benefit of 
this tax concession is between $5 million 
and $40 million for every $1 billion 
invested. As well, Alberta charges lower 
royalty rates during the early years of an 
oil sands project than it does for 
conventional oil and gas. 


3.70 Third, alternative fuels, such as 
ethanol produced from renewable sources, 
propane, compressed natural gas and 
methanol, are exempted from the federal 
excise tax. For blended fuels, the tax 
exemption applies only to the proportion 
of the exempt fuel in the product. 


3.71 Based on our review of the 
evidence, for current investments, the 
federal income tax treatment given to 
renewable and non-renewable energy 
investments is reasonably similar except 
for certain investments in energy 
efficiency, oil sands, coal mines and 


alternative fuels. Nevertheless, the 
interaction between the federal and 
provincial tax systems and the applicable 
provincial royalty regimes could result in 
dissimilarities in the overall treatment of 
energy investments. 


Investing in Renewable Energy 
and Energy Efficiency 


3.72 Renewable energy appears to 

be having difficulty getting established, 
despite its environmental benefits. The 
exception is large-scale hydro-electric 
projects, which are generally financed by 
provincial utilities and operate in a highly 
regulated market. We sought to determine 
some of the reasons for this difficulty, 
given that the current tax system does 

not significantly discriminate against 
renewable energy investments. We 
conducted a survey of a broad 
cross-section of individuals and small, 
medium-sized and large companies that 
invest in energy. We also reviewed some 
of the literature on energy investments. 


3.73 In 1997, the International 

Energy Agency published Key Issues in 
Developing Renewables. It noted that 
most forms of renewable energy still had a 
long way to go before they could compete 
with fossil-fuel technologies, especially 
for generating electrical power. The 
Agency added that financiers and 
manufacturers were reluctant to invest the 
capital needed to reduce costs when 
consumer demand for renewable energy 
was low and uncertain. But demand stayed 
low because potential cost reductions 
cannot always be realized at low levels of 
production. 


3.74 The Agency cited three major 
barriers that had to be overcome to 
increase the use of renewable energy in 
the market: 


¢ Technical barriers. Many renewable 
energy technologies were still at an early 
stage of development. The Agency stated 
that renewable energy needed to build a 
substantial track record in order to 
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convince consumers of its cost 
effectiveness and reliability. 


e Economic barriers. Renewable 
energy generally could not compete with 
conventional fuels strictly on cost, except 
in niche markets. This was partly because 
the prices of energy products did not 
include the full costs of external factors 
such as environmental impacts. 


e Institutional barriers. Key market 
players — policy makers, financial 
institutions, suppliers of utility equipment 
and consumers — were not aware of how 
far renewable energy technologies had 
developed. 


S05 We found similar issues. An 
adequate rate of return on investment was 
the factor most frequently mentioned by 
our survey respondents in assessing the 
potential of an investment project. As the 
Agency pointed out, many renewable 
energy projects do not yet provide an 
adequate rate of return to make them a 
desirable investment, for several reasons: 


e markets are difficult to enter; 


e renewable energy products generally 
cost more than non-renewable ones; and 


e payback periods are often longer. 


3.76 Provincial utility companies 
control the production of most electricity 
in Canada. They have little incentive to 
purchase or produce more costly “green 
power’ (electricity generated with 
minimal environmental impact from 
renewable sources other than large-scale 
hydro-electric projects) when they can 
produce power more cheaply from 
existing sources. This means that 
independent “green power” producers 
have difficulty selling their product to the 
utility companies. 


SEIT) Furthermore, because the 
provinces have had highly regulated 
electricity markets, these independent 
producers generally have restricted access 
to the electrical grid, which also limits 
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their ability to market their products. 
Some provinces are moving to deregulate 
their electricity markets and make them 
more open to competition. 


3.78 The costs of many forms of 
“green power” have declined significantly 
in the last decade. However, they are still 
generally higher than the costs of 
generating power from existing and more 
traditional sources such as large-scale 
hydro-electric projects and fossil-fuel 
plants, except in niche markets. More 
research and development is likely to 
reduce the costs even further. Gaining 
access to larger markets would also help 
bring down costs as each unit is usually 
cheaper when goods are produced in 
larger quantities. 


The cost and ultimate 
market price of 
individual energy 
products do not 
include the 
environmental effects 
of producing and 
using them. 


3.79 Proponents of renewable energy 
argue that the cost and ultimate market 
price of individual energy products do not 
include the environmental effects of 
producing and using them. So far, there is 
no general agreement on the value to be 
attached to these effects, known as 
externalities, particularly when broad 
geographic areas are involved. Therefore, 
a Strategic role exists for governments to 
help markets take into account all of the 
benefits and effects of producing and 
consuming energy. If it were possible to 
include the value of the externalities in the 
price of individual energy products, the 
cost of fuels that create more 
environmental damage would be higher. 


3.80 Investors told us that they 
generally look for the shortest possible 
time for their investment to be repaid (the 
payback period), given the risks of the 
investment and potential returns. The 
payback periods for renewable energy and 
energy efficiency investments are often 
too long to consider them desirable; thus, 
financing is hard to find. In the past, 
governments have in some cases provided 
a combination of direct support, 
regulations and tax incentives to help 
overcome such barriers. 


3.81 Investors confirmed that the tax 
system can play a role in influencing their 
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The federal 
government may wish 
to consider developing 
new strategies and 
approaches to 
accomplish its stated 
objectives for 
investments in 
renewable energy and 
energy efficiency. 


investment decisions. Tax incentives can 
sometimes improve the rate of return or 
reduce the payback period on an 
investment to make it more appealing. Tax 
incentives like accelerated write-offs are 
useful when a company has sufficient 
profits to claim the write-offs 
immediately. In other situations, tax 
incentives like refundable tax credits and 
flow-through shares are more valuable. 


Conclusion 


3.82 With the exception of large-scale 
hydro-electric projects, energy from 
renewable sources currently makes up a 
small portion of Canada’s energy mix. 
Producers of renewable energy report that 
they face several barriers to financing and 
marketing their products. Some 
stakeholders have suggested that hidden 
tax subsidies for investments in energy 
from non-renewable sources are one 
important reason why this is happening. 


3.83 We found that governments have 
intervened in energy markets in the past 
through direct spending, regulations and 
tax incentives. Sometimes this was to 
encourage investments in certain forms of 
energy and at other times it was to achieve 
specific policy objectives. Most of the 
federal spending and tax incentives have 
been for non-renewable resources, the 
predominant source of energy in Canada. 


3.84 Overall, we found that with a few 
exceptions, federal government support 
today for energy investments, including 
support through the tax system, does not 
particularly favour the non-renewable 
sector over the renewable sector. The 
exceptions are investments in oil sands 
and coal mines, which receive a 
significant tax concession; nuclear 
technology investments, which receive 
substantial direct support; investments in 
alternative fuels, which receive more 
favourable excise tax treatment; and 
provincially owned energy companies, 
which pay no federal income tax. We also 
found that the income tax system does not 


give any preferential treatment to certain 
energy efficiency investments. 


3.85 All forms of energy are 
competing for investment dollars against 
many other investment opportunities, such 
as high technology. Investments with 
higher rates of return, established markets 
and good track records are the ones that 
attract investors. Non-renewable energy 
investments often have these features. 
However, most investors we surveyed find 
that many renewable energy investments 
do not currently have these features. They 
also revealed that the payback period is 
often too long for investments in 
renewable energy and energy efficiency to 
make them the preferred choice. 


3.86 Two important ways to address 
climate change are using energy more 
efficiently and establishing a more 
sustainable mix of energy sources, which 
means a greater reliance on renewable 
sources. The federal government stated in 
its 1996 Renewable Energy Strategy that 
it wants to increase investments in 
renewable energy. It has also said for 
many years that it wants Canadians to use 
energy more efficiently, and the Office of 
Energy Efficiency is currently promoting 
this goal. 


3.87 Given the barriers we have 
identified, the federal government may 
wish to consider developing new 
strategies and approaches to accomplish 
its stated objectives for investments in 
renewable energy and energy efficiency. It 
will also need to work in close 
co-operation with other levels of 
government because in Canada 
jurisdiction over energy policy is shared. 


Natural Resources Canada’s comments: 
The chapter's historical record of federal 
energy expenditures and revenues offers 
the public considerable insight into how 
federal fiscal policies may have influenced 
the evolution and growth of the Canadian 
energy sector over the eventful period 
covered in the analysis. 
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As the report acknowledges, jurisdiction 
over energy policy is shared between the 
federal and provincial governments. Both 
levels of government have a responsibility 
to foster an attractive investment climate. 
One important objective of current policy 
is to use energy more efficiently and to 
increase market acceptance of renewable 
energy. Natural Resources Canada is 
committed to reducing greenhouse gas 
emissions resulting from energy 
production and consumption and is 
working closely with the provinces and 
stakeholders to address the issue of 
climate change. 


Department of Finance’s comments: In 
reference to paragraph 3.48, the 
Department acknowledges the importance 
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of monitoring the resource allowance to 
ensure that it is an appropriate 
compensation for the non-deductibility of 
provincial royalty payments. An extensive 
review of the resource allowance was 
undertaken in 1995-96 and, as a result of 
this review, a number of changes were 
proposed in the March 6, 1996 budget. 
The Department continues to monitor the 
effectiveness of the resource allowance 
and other resource tax provisions. 


In reference to paragraph 3.54, the 
Department is continuing to improve its 
estimates of tax expenditures related to 
accelerated write-offs for both renewable 
and non-renewable projects including oil 
sands investments. 
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% About the Study 


Objectives 


The objectives of our study were to give Parliament comprehensive information on the support provided by 
the federal government for energy investments and to determine whether this support favours the 
non-renewable energy sector. We were particularly interested in support through the tax system because it is 
less transparent than direct support. While our focus was on energy investments, we reviewed other 
significant federal government interventions in the energy sector. We also wanted to explore reasons why 
energy from renewable sources, other than large-scale hydro-electric projects, makes up a small portion of 
Canada’s energy mix. We sought to determine whether tax incentives are a major contributor to this situation. 


Scope and Approach 


We focussed mainly on Natural Resources Canada (NRCan), the Department of Finance and the Canada 
Customs and Revenue Agency (the successor to Revenue Canada). We also obtained information about other 
federal organizations that dealt with or had an impact on energy matters, such as Atomic Energy of Canada 
Limited, the Atomic Energy Control Board, the Cape Breton Development Corporation and the National 
Energy Board. 


We reviewed direct federal spending and regulatory regimes as well as federal revenues collected from the 
energy sector between 1970-71 and 1998-99 to provide historical information and analyze trends. Due to 
some data limitations, we looked at corporate income tax revenue only for the calendar years 1990 to 1997. 


We analyzed the financial information contained in the Public Accounts of Canada and departmental reports 
on plans and priorities (formerly a portion of Part III of the Main Estimates) and obtained more information 
from NRCan, the Department of Finance and Statistics Canada. We included payments to third parties and 
government programs that relate to investments in energy. We excluded general operating expenses of 
departments and regulatory expenses of agencies concerned with energy matters. We also excluded federal 
spending on energy to power, heat and cool facilities or run vehicles and other equipment. For regulatory 
matters, we reviewed documentation on historical developments and information from federal organizations. 


We examined past and current means by which the federal government has used the tax system to encourage 
exploration for and development of various sources of energy. We reviewed and analyzed how the system 
treats marginal investments, that is investments that just meet the investor’s acceptable rate of return. 


We conducted a telephone survey of 45 investors to explore reasons why energy from renewable sources, 
other than large-scale hydro-electric projects, makes up a small portion of Canada’s energy mix and to 
determine whether tax incentives are a major contributor to this situation. These investors, comprising a broad 
cross-section of individuals and small, medium-sized and large companies, explained the factors they consider 
in making their decisions on energy investments. 
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Appendix A 


Highlights of Federal Government Spending and Regulation Related to 
Energy Investments 


Oil 


1. During the 1950s and 1960s, oil was plentiful and controlled by a handful of large multinational companies. It was 
relatively cheap and prices remained stable on international markets. The supply of oil from western Canada 
developed quickly but vast distances separated it from consumers in the east and a pipeline was considered the 
only practical solution to reach them. However, importing oil by tanker to eastern Canada was much cheaper than 
transporting it by pipeline from the west. 


i) 


In 1959, the National Energy Board (NEB) was created to monitor and report on all federal matters of energy as 
well as regulate pipelines, energy imports and exports and utility rates and tariffs. 


3. The National Oil Policy, introduced in 1961, established a protected market for Canadian crude oil producers at 
prices that were linked to international prices. Consumers west of the Ottawa Valley bought domestically 
produced oil; those east of it bought imported oil. 


4. The days of the National Oil Policy ended in September 1973 when the federal government announced the 
extension of the interprovincial oil pipeline to Montreal (completed in 1976), froze prices of domestic crude and 
certain oil products, and sought to control export prices. The federal government announced this change in policy 
so that supply problems in the United States would not automatically raise prices for Canadian consumers. 


5. Later that year, the first price shock of the Organization of the Petroleum Exporting Countries (OPEC) overtook 
this new policy. After the price shock, the federal government formally broke the link between domestic prices 
and international prices. The objective of “made-in-Canada” prices for crude oil was to protect Canadians across 
the country from the whims of the world oil market and to provide producers with enough incentives to develop 
new energy resources. 


6. In 1974, Canada inaugurated its first system for pricing oil, with three objectives: 


e to regulate prices of domestic crude oil through federal-provincial agreements; 
e to subsidize imported oil so that consumers in eastern Canada would enjoy lower prices; 


¢ to control prices and quantities of crude oil and products in the export market. 


Synthetic crude oil (upgraded petroleum from oil sands) was exempted from this policy and sold at the world 
price. The federal government levied a tax on all oil refined in Canada to pay for the difference between the prices 
of synthetic and conventional crude oil. 


7. Oilimport compensation payments were introduced in January 1974 so that consumers in Quebec and Atlantic 
Canada, who were then completely dependent on imported oil, would also be protected against increases in world 
oil prices. The payments had totalled about $13.6 billion by the time they ended in 1985. The federal government 
also controlled the export prices of crude oil through the oil export tax set by the National Energy Board. The oil 
was sold at the world price but producers received the domestic price; the difference was the oil export tax. The 
tax helped to finance the oil import compensation payments and raised some $7.8 billion by 1985. 
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In October 1980, the federal government introduced the National Energy Program (NEP), which included several 
new energy taxes and a broad range of policy initiatives. The NEP retained the objective of a single 
“made-in-Canada” oil price set below world levels, except for the production of synthetic oil. It also imposed a 
refinery levy, the petroleum compensation charge, to help achieve this objective. By the end of the regime 
following the signing of the Western Accord in 1985, the petroleum compensation charge raised about 

$11.3 billion from refiners, of which $11.1 billion was paid out to the first users (usually other refiners) of 
high-cost petroleum. 


The NEP also made changes to the incentive system for exploration. The incentives had been provided mainly 
through the tax system (see Appendix B). Under the NEP, the government encouraged exploration and sought to 
increase Canadian ownership in the oil and gas industry by paying some $7.7 billion in cash grants under the 
Petroleum Incentives Program (PIP). The NEP also introduced the petroleum and gas revenue tax (PGRT), which 
raised about $10.1 billion. 


The NEP was phased out following the 1985 Western Accord, which deregulated domestic oil prices. The accord 
abolished import subsidies, the export tax on crude and oil products, and the petroleum compensation charge. It 
also phased out PIP grants and the PGRT. In addition, controls were lifted on oil exports. 


. The late 1980s and early 1990s saw the creation and development of several energy megaprojects, including the 


Hibernia Development Project, the Bi-Provincial Upgrader near Lloydminster and the NewGrade Upgrader in 
Regina. We examined these megaprojects and presented our findings in the Auditor General’s 1992 Report, 
Chapter 14, Department of Energy, Mines and Resources — Energy Megaprojects. 


. Today, Canada continues to have a deregulated market that uses the world oil price. In addition, the North 


American Free Trade Agreement includes certain provisions to encourage trade in energy and basic petrochemical 
goods. Companies are actively exploiting oil deposits off the east coast and oil sands in central and northern 
Alberta, where they have announced several new projects amounting to almost $20 billion. 


Natural gas 


ik 


Natural gas usually travels by pipeline from the field to the final user. This situation has led to a regulated 
downstream market, although some deregulation is now taking place. It also means that Canadians have easy 
access only to North American supplies rather than those from all over the world, as is the case with crude oil. 


. At the start of the 1950s, domestic markets for natural gas were limited and most producers concentrated on 


finding and developing new reserves of crude oil that were easier to market. In 1953, the government declared that 
an all-Canadian pipeline route was needed to get natural gas from western producers to eastern consumers. A few 
years later, it approved the TransCanada PipeLines Limited (TCPL) project. However, since natural gas was 
scarce in eastern Canada and manufactured gas was expensive, a market had to be developed. The federal 
government permitted imports of gas from the United States to eastern Canada starting in 1956. These gradually 
ended once the TCPL pipeline reached the southern Ontario market in 1958. 


. Another challenge faced the gas industry. Potential buyers of the product, provincially regulated utilities, had no 


strong connections to either the producers or the pipeline. For the pipeline to be profitable, TCPL required 
long-term contracts with gas utilities and producers. Its financial problems and the measures the federal 
government took to assist the company eventually led to the “great pipeline debate” of 1956-57. 


. In the 1960s, Canadian consumption of natural gas grew quickly, as did exports to the United States. In 1971, the 


NEB declared that Canada did not have enough gas to meet its future domestic needs; the NEB rejected all 
applications for additional exports. At the same time, governments began to take a more active interest in natural 
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gas prices, believing them to be too low in relation to competing fuels. World oil prices rapidly increased 
following the first OPEC price shock in the fall of 1973. The federal government soon replaced pricing guidelines 
with regulation, particularly for export prices. Domestically, it had jurisdiction over natural gas prices in 
interprovincial trade, but the producing provinces were raising prices of gas sold beyond their borders. In its 
budget of June 1975, the federal government announced its agreement with Alberta to set the price of natural gas 
delivered to Toronto. 


In 1979, the second OPEC price shock foreshadowed rising costs for imported oil. In the next years, as the surplus 
of domestic natural gas grew, the National Energy Program (NEP) encouraged Canadian consumers to use gas 
rather than oil by establishing a single wholesale price for all gas consumed in eastern Canada. It also applied a 
tax on domestic natural gas and gas liquids. In May 1981, wholesale prices of natural gas and oil were subjected 
to another federal levy, the Canadian ownership special charge, which was introduced to finance some of the NEP 
projects that promoted Canadian public ownership of energy investments in Canada. 


. Domestic and export sales of natural gas dropped during the 1981-82 recession. Meanwhile, higher prices to 


producers stimulated drilling activity. The combination of these two factors resulted in a growing surplus of 
natural gas. Governments responded to the situation by relaxing controls over prices and exports. When the 
Western Accord was signed in 1985, the federal government and the governments of the gas-producing provinces 
committed themselves to establishing a more flexible system of pricing natural gas in the domestic market. By 
November 1986, governments had stopped regulating field prices of natural gas and let buyers and sellers 
negotiate them. Gas prices to final users remained provincially regulated for the most part. 


Today, the NEB continues to regulate interprovincial and international pipelines and export sales but with 
increasing flexibility, particularly since the signing of the North American Free Trade Agreement. 


Coal 


20. 


Canada’s coal reserves are distributed widely across the country. There are two main uses for coal. Thermal coal 
(or steam coal) is used mainly to generate electricity. Metallurgical coal (or coking coal) is used for the production 
of coke, which is a reducing agent and heat source in steelmaking. In 1998, companies exported about half of 
Canada’s coal production, with metallurgical coal forming over 80 percent of these exports. 


. Coal has been and remains an important part of Canada’s energy sector. In the early decades of the 1900s, coal 


was the main source of primary energy in Canada. By the middle of the century, it began to yield to its successors 
— oil and natural gas. A gradual upturn in coal use occurred in the 1970s, when oil price shocks improved coal’s 
competitive position for producing electricity. In 1998, 19 percent of Canada’s electricity was generated using 
coal. 


- Burning coal produces more carbon dioxide per unit of energy generated than other fossil fuels, such as oil and 


natural gas. Natural Resources Canada’s Energy Technology Centre, part of the Canadian Centre for Mineral and 
Energy Technology (CANMET), works with private and other public sector partners to help the coal industry 
develop cleaner, more energy-efficient combustion processes. 


- The Cape Breton Development Corporation (DEVCO), a federal Crown corporation, is among the producers of 


coal. Since the inception of DEVCO in 1967, the federal government has provided funding of about $1.6 billion to 
DEVCO’s coal division. In early 1999, it announced that DEVCO would be privatized by the end of 2000. 
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Nuclear technology 


24. The development of nuclear technology in Canada began in the 1940s. In 1944, the federal government started 
constructing a research facility at Chalk River, Ontario. It also took control of Canada’s only uranium mining 
company at the time and ran it as a Crown corporation, Eldorado Mining and Refining Limited (later Eldorado 
Nuclear Limited and now Canada Eldor Inc.). 


25. In 1946, the Atomic Energy Control Board (AECB) was established under the Atomic Energy Control Act to 
control and supervise the development, application and use of nuclear (atomic) energy. The Act also authorized 
the AECB to regulate the Canadian nuclear industry. When the Act was passed, the AECB took over the 
administration, but not the operation, of research at the Chalk River facility. The National Research Council 
operated the facility under an arrangement with the AECB until 1952 when Atomic Energy of Canada Limited 
(AECL), a Crown corporation, took it over. The research facility remained under the administrative control of the 
AECB until 1954 following amendments to the Act. 


26. Since 1946, the federal government has spent about $6 billion on nuclear technology, mostly through AECL. 
Exhibit 3.3 of the chapter shows the trend in this spending since 1970-71. 


27. A large portion of this amount paid for research and development, including the design and development of the 
CANDU (Canadian deuterium uranium) nuclear power reactor and its predecessors, as well as the storage of 
radioactive waste. Some of the federal money financed research in other nuclear applications not related to energy, 
such as radioisotopes in medicine. 


Renewable energy 


28. Renewable resources have historically provided us with energy. We have used wood for heating and cooking; 
water and wind have helped to produce mechanical power. The federal government has supported the 
development and use of renewable energy technologies for over 20 years. At first, it wanted to be certain that 
Canada had a secure supply of energy. Now it is more concerned about the environmental impacts of using 
non-renewable resources to produce energy, and it has taken several steps in recent years to encourage investments 
in renewable energy. 


29. Beginning in 1998, the federal government provided $20 million annually for three years to promote investments 
in renewable energy and energy efficiency. This provision included an allocation of $12 million over the 
three years for the Renewable Energy Deployment Initiative to stimulate demand for renewable energy systems 
that heat and cool space and water in the private sector and in federal facilities. Also starting in 1998, the 
government provided $50 million a year over three years for climate change initiatives to build momentum toward 
concrete action and results for investments in renewable energy and energy efficiency. The February 2000 Budget 
announced that this support will be extended for another three years at $70 million each year. 


30. Natural Resources Canada (NRCan) has also supported the development and use of renewable energy technologies 
in several ways: 


e The Energy Diversification Research Laboratory at CANMET develops and promotes the use of innovative 
technologies in renewable energy and energy efficiency. 


e The CANMET Energy Technology Centre works with private and other public sector partners to develop and 
use clean, energy-efficient technologies for buildings, industry, transportation and power production. It 
includes a program for renewable energy technologies that began after the 1973 oil crisis. The program 
supports the Canadian industry’s efforts to develop and use renewable energy technologies that are 
cost-effective and environmentally responsible, namely small-scale hydro-electric projects, active solar 
energy, wind energy and bioenergy (energy produced from plant materials and animal waste). 
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e NRCan administers the interdepartmental Program of Energy Research and Development (PERD), which 
promotes research and development of renewable energy and energy efficiency. 


Energy efficiency 


31. The federal government, particularly NRCan, has promoted energy conservation and energy efficiency for many 
years. The rationale, focus and approach of these efforts have varied. 


32. In the mid- to late 1970s, in response to the oil crises of 1973 and 1979, the federal government focussed its 
efforts on energy conservation. It promoted changes to behaviour and lifestyle to reduce the consumption of 
energy. For example, people were encouraged to turn down their thermostats and to turn off unnecessary lighting. 


SS) 
1S) 


. In the late 1970s and early 1980s, federal government spending on energy efficiency programs grew significantly, 
as shown in Exhibit 3.3 of the chapter. It used grant programs, such as the Canadian Home Insulation Program 
(CHIP), to convince energy users to become more energy-efficient. 


34. By the mid-1980s, with energy prices declining and energy supplies increasing, the federal government redirected 
its focus to promoting energy efficiency through research and development, market-based research, demonstration 
projects and activities to provide information. 


35. By the late 1980s, there was a growing concern worldwide about the burning of fossil fuels, the associated 
greenhouse gas emissions and their impact on global climate change. Because of this and other environmental 
concerns, the federal government began in the early 1990s to re-emphasize improving energy efficiency. It has 
promoted a wiser use of energy without sacrificing its benefits or requiring major changes in lifestyle. For 
example, people are encouraged to buy more energy-efficient furnaces and to buy light bulbs that produce about 
the same light with less energy. We examined NRCan’s energy efficiency initiatives and presented our findings in 
the Auditor General’s April 1997 Report, Chapter 10, Natural Resources Canada — Energy Efficiency. 


36. The Energy Efficiency Act came into effect on 1 January 1993. The Act enables NRCan to make and enforce 
regulations on the energy efficiency of products that use energy and to promote energy efficiency and energy from 
alternative sources. NRCan now regulates minimum levels of energy performance for more than 20 products that 


use energy. These products, such as stoves and refrigerators, account for 65 percent of overall use of energy in 
homes. 


37. One of the federal government’s objectives in promoting improvements in energy efficiency was to help stabilize 
greenhouse gas emissions at 1990 levels by the year 2000, commonly referred to as Canada’s stabilization goal. 
Promoting greater energy efficiency in all sectors of the economy was a key element of Canada’s 1995 National 
Action Program on Climate Change. Under the Program, federal, provincial and territorial ministers of energy and 
the environment agreed to work together to achieve Canada’s stabilization goal. We examined results of this effort 


and presented our findings in our May 1998 Report, Chapter 3, Responding to Climate Change — Time to Rethink 
Canada’s Implementation Strategy. 


38. In April 1998, NRCan established the Office of Energy Efficiency (OEE). The OEE originated out of Canada’s 
commitment to reduce emissions of certain greenhouse gases to six percent below 1990 levels by 2008-2012. 
Canada made this commitment when it agreed to the Kyoto Protocol in December 1997. 
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Appendix B 


Highlights of Government Support for Energy Investments Through the 
Tax System 


ike 


During the 1950s and 1960s, the oil and gas industry enjoyed stable, favourable treatment by the federal tax 
system. Capital expenses were classified either as intangible, such as the costs of geological work and drilling for 
exploration and development, or as tangible, such as the purchase of equipment and buildings. For tax purposes, 
companies could write off intangible expenses in the year they were incurred. They could write off tangible 
expenses over several years using the capital cost allowance rules in the Income Tax Act. They could also fully 
deduct the royalties paid to the provinces for the use of energy resources in calculating their federal income taxes. 


One of the most important provisions affecting the industry was percentage depletion. For the operator of an oil 
and gas well, percentage depletion was equal to 33 1/3 percent of the oil and gas production profits from the well; 
for other companies that had an interest in the well, it was 25 percent. This tax deduction, designed to encourage 
exploration, was in addition to the actual expenses that companies incurred and could be claimed even if they had 
not spent any money on exploration and development. In effect, the deduction meant that companies paid taxes at 
a reduced rate. 


In 1974, the federal government made several changes to the tax system: 


¢ It divided exploration and development expenses into two groups. Exploration expenses (money spent looking 
for new resources) could still be written off for tax purposes in the year they were incurred. Development 
expenses (money spent bringing known resources into production) were added to a pool and the maximum 
amount companies could write off each year was 30 percent of the balance in the pool. 


¢ Companies could no longer deduct provincial royalty payments when calculating federal corporate income 
taxes. Instead, the government imposed a lower tax rate, which was replaced in 1976 with a deductible 
resource allowance (explained in Appendix C). 


e The concept of earned depletion replaced percentage depletion. Depletion was no longer an automatic 
deduction; companies had to spend money on exploration and development to “earn” a deduction. 


In 1977, the federal government introduced “‘superdepletion”, a larger deduction that would apply for three years. 
In addition to the regular deduction for earned depletion, companies would “earn” an additional depletion 
allowance of 66 2/3 percent for exploration expenses above $5 million per well. This allowance applied only to 
very expensive wells, such as those drilled in the Beaufort Sea. The combination of depletion and superdepletion 
resulted in a 200 percent write-off for tax purposes for eligible expenses above $5 million per well. For example, 
if a company spent $6 million to drill one well, it could deduct about $8.7 million when calculating its federal 
income taxes (that is, the $6 million actually spent, $2 million in earned depletion and about $0.7 million in 
superdepletion). 


The National Energy Program in 1980 brought other changes to the tax regime for energy: 


¢ It imposed the petroleum and gas revenue tax (PGRT) to fund the new Petroleum Incentives Program (PIP) 
and to stop the erosion of the federal tax base resulting from the generous incentives for exploration. 


¢ A system of cash payments under the new PIP replaced earned depletion as an incentive to explore for oil and 
gas, particularly by Canadians. These grants varied between exploration and development and among regions, 
and were higher for firms with higher degrees of Canadian ownership. However, earned depletion was 
retained for the costs of enhanced oil recovery equipment and oil sands equipment. 
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The federal government phased out PIP grants and the PGRT after the Western Accord was signed in 1985. 
In 1987, tax reform lowered most corporate income tax rates but changed a number of deductions and allowances 
to broaden the income base on which taxes were calculated. 


6. Less dramatic changes followed in the early 1990s and more attention was paid to renewable energy and energy 
efficiency. In 1992, the government eliminated the excise tax on ethanol and methanol in blended fuels, mainly 
gasoline. In 1994, it reduced the accelerated write-offs for tax purposes for renewable energy equipment that 
produces electricity and heat but expanded the range of energy equipment eligible for the revised write-offs. 


7. In 1996, the federal government made some major changes for non-renewable energy investments: 


e It clarified and tightened the income tax rules for calculating the resource allowance and changed the rules for 
flow-through shares to restrict them to more risky expenses. 


e The rules for joint exploration corporations, which had been in place since 1962, were terminated. The rules 
were designed to help companies pool their resources to explore for and develop oil and gas and minerals, but 
the government determined that they were being used mainly to reduce taxes on the sale of resource 
properties. 


¢ The rules for accelerated write-offs for new mines and major mine expansions, including oil sands, were 
expanded to allow more costs to qualify for the accelerated write-offs. 


e Tangible capital expenses for oil sands in situ projects (those that use drilling techniques) could be written off 
in the same way as expenses for oil sands projects that employ surface mining techniques. Before 1996, these 
expenses were written off using the tax rules for oil and gas. As a result of the change, they could be written 
off using the more generous tax rules for mining. 


8. Also in 1996, the government made changes to encourage investments in renewable energy. It removed some 
restrictions from the specified energy property rules in order to allow more companies to claim the accelerated 
write-offs for investments in renewable energy that produces electricity or heat. It introduced the concept of 
Canadian renewable and conservation expenses, which let companies immediately write off expenses incurred to 
develop renewable energy projects. Finally, it allowed companies to pass these expenses to shareholders who 
bought flow-through shares. 


9. In 1999, the government announced that it would begin phasing in an extension of the seven percent tax credit for 
manufacturing and processing to companies that produce, for sale, electrical energy or steam used in generating 
electricity. This extension will be available to companies that use renewable and non-renewable energy sources. 
The February 2000 Budget announced that this extension would include all steam produced for sale. 
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Appendix C 


Current Income and Excise Tax Provisions for Energy Investments 
Provisions for capital expenses 


1. Companies and individuals pay federal income tax on their business income; provincially owned oil and gas 
companies and utilities do not. The Income Tax Act contains general provisions that apply to all sectors of the 
economy and special provisions that apply only to specific sectors. Table | below summarizes those provisions 
that concern the energy sector only. The provisions for renewable and non-renewable resources are complex, and 
when they are used, so is the way they interact with each other, with all the other provisions in the Act and with 
provincial tax and royalty regimes. 


Intangible capital expenses Table 1 


Intangible capital expenses are incurred to explore for and develop non-renewable resources and to develop renewable 
resources, for example, expenses to bring a discovered oil well to production or to look for a suitable windy site for future 
wind turbines. 


The oil and gas industry uses two methods to write off intangible capital expenses for book purposes: 


e Under the “successful efforts” method, successful exploration and development investments (those that lead to the 
finding of reserves that produce oil or natural gas) are capitalized and written off over the production life of the found 
reserves. Unsuccessful exploration and development investments (dry holes) are written off in the year the money is spent. 


e Under the “full cost” method, all exploration and development investments, whether successful or not, are capitalized 
and written off over the production life of the found reserves. 


The renewable resource sector normally capitalizes intangible capital expenses for book purposes and writes them off over 
the production life of the new resource. 


For tax purposes, these expenses are put in different pools depending on their nature and are written off according to the 
rules for each pool. The pools are described below. 


Canadian exploration expense (CEE) includes qualifying expenses to determine the existence, location, extent or quality 
of a non-renewable resource. CEE can be fully written off as soon as the money is spent (with some limitations) or carried 
forward to future years. It can also be passed to shareholders who have bought flow-through shares. When this happens, the 
shareholders claim the CEE rather than the company. 


Canadian development expense (CDE) includes qualifying drilling expenses to bring known reserves into production. 
CDE can be written off at a maximum rate of 30 percent of the balance in the pool each year. The balance left in the pool is 
carried forward to future years. CDE can be flowed through to shareholders. Under certain conditions small companies can 
reclassify the first $1 million of CDE as CEE to get a faster write-off. 


Canadian oil and gas property expense (COGPE) refers to lease and bonus payments to resource owners, typically 
provinces, for the rights to explore, develop and take the resource. COGPE can be written off at a maximum rate of 
10 percent of the balance in the pool each year. The balance left in the pool is carried forward to future years. 


Mining provisions for intangible expenditures are similar to those listed above but there are differences that are 
particularly relevant to oil sands mining and coal. Property expenses are treated as CDE and can be written off at a 
maximum rate of 30 percent of the balance in the pool each year (compare with COGPE). Pre-production development 
expenses for new mines are treated as CEE and can be fully written off as soon as the money is spent or carried forward to 
future years (compare with CDE). 


Canadian renewable and conservation expense (CRCE) includes qualifying expenses to develop a renewable energy 
project for which it is expected that at least 50 percent of the capital cost of the equipment to be used is eligible for class 
43.1 treatment (see below). CRCE can be fully written off as soon as the money is spent or carried forward to future years. 
CRCE can be flowed through to shareholders. 
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Tangible capital expenses Table 1 (continued) 


Tangible capital expenses are the costs of physical assets, such as buildings and equipment. 

Tangible capital expenses are generally written off (depreciated) on a company’s books over the useful life of the assets. For 
tax purposes, they are grouped into capital cost allowance (CCA) classes, each with an annual write-off rate that is often 
different than the book depreciation rate. There are many CCA classes defined in the Income Tax Act, of which the following 
five classes are the most relevant to energy investments. 

Class 1 includes pipelines, other than oil and gas pipelines with a useful life of 15 years or less, buildings and structures, 
including their energy-using components, dams, and electrical generating equipment. The CCA rate is four percent (the 
February 2000 Budget proposes an increase to eight percent for qualifying energy equipment) on a declining balance basis. 
(This means that the costs are pooled: four percent of the balance in the pool is written off as an expense for the year and 
deducted from the pool, and the remaining balance in the pool is carried forward to the next year.) 


Class 8 includes oil and gas pipelines with a useful life of 15 years or less and electrical generating equipment that has a 
maximum load of 15 kilowatts. The CCA rate is 20 percent on a declining balance basis. 


Class 41 includes all resource extraction assets acquired after 1987. It also includes electrical generating equipment for mines, 
equipment used in resource exploration and heavy crude oil processing, natural gas processing plants and drilling vessels for 
oil and gas. The CCA rate is 25 percent on a declining balance basis. There is also a special CCA rate of 100 percent for new 
mine and mine expansion assets, as defined in the Act, but it is limited to the amount of income earned from the mine. In 
these cases, no corporate income tax is paid on the income from the mine until all capital expenses are written off. 


Class 43 includes energy conservation equipment and heat recovery equipment used in manufacturing and processing plants, 
equipment used in refineries, natural gas straddle plants, and facilities to produce alternative transportation fuels, such as 
ethanol. The CCA rate is 30 percent on a declining balance basis. 


Class 43.1 covers energy conservation equipment, or investments in renewable energy that produce electricity and heat (with 
some restrictions). It includes mainly co-generation and specified waste-fuelled electrical generation systems, active solar and 
passive solar systems, small-scale hydro-electric installations, heat recovery systems, wind energy conversion systems, 

photovoltaic electrical generation systems, geothermal electrical generation systems, specified waste-fuelled heat production 
equipment, and electrical generating equipment using solution gas. The CCA rate is 30 percent on a declining balance basis. 


Provincial royalties and the federal resource allowance 


2. The provinces own much of Canada’s non-renewable energy resources. They charge royalties for taking these 
resources. They also charge mineral taxes on freehold mineral rights. Table 2 summarizes some of the royalty 
regimes that exist today. 


Highlights of provincial royalty regimes Table 2 


Alberta. The royalty rate on conventional oil and gas production varies with the vintage (the date the oil or gas was 
discovered), the productivity of the well and the price. There are minimum and maximum royalties. For example, the 
minimum royalty for natural gas from a normal to high-producing well is 15 percent of the volume produced; the maximum 
royalty is 35 percent for old gas and 30 percent for new gas. Alberta also provides a refundable royalty tax credit equal to 
between 25 percent and 75 percent of the first $2 million in Crown royalties paid. As well, Alberta offers reduced royalties 
or short-term royalty holidays to encourage certain activities, such as drilling gas wells deeper than 2,500 metres. 


In the past, Alberta negotiated royalty agreements for oil sands projects with each developer. Its current royalty regime 
charges a minimum royalty of one percent of project gross revenue. After payout, the royalty is the greater of the minimum 
royalty or 25 percent of project net revenue. Payout occurs at the point in time when cumulative revenues from the project 
equal cumulative operating and capital costs plus a return to the developer. There are transitional agreements for developers 
moving from negotiated agreements to the current royalty regime. 


British Columbia. The royalty rate on conventional oil production varies with the vintage and productivity of the well. 
Rates are lower for new oil. The royalty rate for natural gas varies with the price and the type of gas but not the vintage or 


productivity of the well. A 36-month royalty holiday is given to oil produced from a new pool discovery well completed 
after 30 June 1974. 
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Table 2 (continued) 


Newfoundland. Newfoundland has separate royalty regimes for onshore and offshore resources. There is currently no 
onshore production of oil and gas. For the offshore, the royalty rate varies with the amount of oil produced and the level of 
profit earned. For example, before payout the royalty rate ranges from one percent to 7.5 percent of gross revenue. 


The Hibernia Development Project has a separate royalty regime. It includes a fixed royalty of $0.01 per barrel and a 
variable royalty. Before payout the variable royalty rate gradually increases from one percent to five percent of gross 
revenue over six years. After payout the variable royalty is the greater of five percent of gross revenue or 30 percent of net 
revenue (as defined in the agreement). If the project is very profitable, a supplementary royalty also applies. 


The Terra Nova Development Project also has a separate royalty regime. It includes a fixed royalty of $0.01 per barrel and a 
variable royalty. Before payout the variable royalty gradually increases from one percent to 10 percent of gross revenue. 
After payout the variable royalty is similar to Hibernia’s. 


Nova Scotia. On 4 August 1998, Nova Scotia announced a new royalty regime for future offshore projects. The royalty 
varies with project revenues and project profits starting at two percent of gross revenue. A minimum of five percent of gross 
revenue is always payable after payout. There is no royalty holiday. 


The Sable Island project will pay a reduced royalty of one percent of gross revenue for the first three years. After that, the 
royalty rate increases to two percent of gross revenue. Depending on the profitability of the project, it continues to rise to a 
maximum of 35 percent of net revenue. 


Saskatchewan. The royalty rates on conventional oil and gas production vary with the vintage and productivity of the well, 
and the price. The rates start at zero for low-producing wells and increase progressively for higher-producing wells. For 
example, a new vertically drilled heavy oil development well producing 100 cubic metres of oil per month will pay a 
minimum royalty rate of 7.5 percent if the price is $100 per thousand cubic metres or less and a maximum royalty rate of 
22.5 percent. Saskatchewan also provides royalty incentives to encourage new projects. 


In 1997, the Minister of Finance’s Technical Committee on Business Taxation reported that the overall effective 
royalty rate was between 16 percent and 17 percent of gross revenues for conventional oil and gas; this rate takes 
into account royalty incentives. As Table 2 shows, the royalty regime for oil sands and offshore projects is initially 
more generous than that for conventional oil and gas; royalties are around one percent of revenues until 
cumulative operating and capital project costs and a return on investment are covered. 


When companies calculate their federal income taxes, they cannot deduct royalties paid to provincial governments 
for oil, natural gas and minerals. (Normal income tax rules allow a deduction for most amounts that are paid to 
earn income.) To compensate for this restriction, companies can deduct a resource allowance that is 25 percent of 
resource profits from mining and producing oil and gas. In general terms, resource profits are defined as resource 
revenue minus associated overhead, operating costs and capital cost allowances. 


Investment tax credits 


There are two general investment tax credits in the federal tax system that are of particular importance to the 
energy sector. The Atlantic Investment Tax Credit aims to develop the economy of the Atlantic provinces by 
granting a 10 percent tax credit on investments in manufacturing and energy production. Offshore oil and gas 
companies currently receive a large share of the total amount claimed for this credit. 


The other tax credit is designed to support investments by Canadian industry in scientific research and 
experimental development. Companies can reduce the taxes they have to pay by claiming a credit equal 

to 20 percent of the cost of eligible research and development. Smaller Canadian-controlled companies can claim 
35 percent, and a portion of this amount is refundable if the claimant does not have any taxes to pay. Many 
companies in the renewable and non-renewable resource sectors carry out extensive research and development and 
can use this investment tax credit. 
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Oil sands, a special case 


7. Central and northern Alberta have large deposits of tar-like bitumen, which can be converted into petroleum 
products. However, the substance is too thick to be extracted by conventional oil production methods. Deposits 
that are located near the surface can be recovered by surface or open-pit mining techniques. Bitumen deposits 
buried too deep for mining to be economical are extracted using in situ (drilling) methods more similar to those 
used for conventional oil and gas. 


8. The mining provisions of the Income Tax Act are used for oil sands mines, rather than the oil and gas provisions. 
The mining provisions are similar to those for oil and gas but allow more generous write-offs for property and 
pre-production development expenses. 


9. There are also special provisions for assets used to extract the bitumen. When a company acquires these assets for 
anew mine or a major expansion of an existing mine, including oil sands mines, it can write them off 
immediately, as long as the write-off does not exceed the income from the mine. In other words, the company only 
pays federal income tax on the income from the mine once it has written off all the eligible capital costs. This 
write-off is a significant tax concession. In the case of a major mine expansion, the income from the mine includes 
the whole mine, not just the expansion. As a result, the costs of expanding an existing mine will likely be written 
off more quickly than the costs of opening a new one. After 6 March 1996, oil sands projects that use in situ 
extraction methods can apply the mining provisions to all qualifying tangible capital expenses on the basis that the 
product is similar, regardless of the extraction method. 


10. Oil sands projects are also subject to the resource allowance system described earlier, with one major exception. 
The Syncrude project received a remission order in 1976 that has allowed the participants to deduct provincial 
royalties as well as the resource allowance for two of its leases. The order is in effect until the production of 
2.1 billion barrels of synthetic crude or 31 December 2003, whichever comes first. According to the Public 
Accounts of Canada, the government had remitted at least $153 million in taxes under the order by 
31 March 1999, 


11. The tax system has recognized the risks and huge costs of oil sands projects, particularly in earlier years when the 
technology was evolving and the operating costs were greater than the selling price of the product. As noted in 
Table 2, the Province of Alberta charges lower royalty rates during the early years of an oil sands project than it 
does for conventional oil and gas. 


Excise taxes 


12. Consumers pay several taxes on fuels to run their vehicles and equipment: federal and provincial excise taxes, the 
federal goods and services tax and, in some instances, provincial sales taxes. Consumers who purchase more 
fuel-efficient vehicles benefit from an effective reduction in the total excise taxes that they would have paid. 
Alternative fuels, such as ethanol produced from renewable sources, propane, compressed natural gas and 
methanol, are exempted from the federal excise tax. For blended fuels, the tax exemption applies only to the 
proportion of the exempt fuel in the product. 
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Reader’s Guide 


This chapter has three parts: 


Part I sets out Canada’s smog problem as the federal government sees it. Environment Canada, Health 
Canada, and Transport Canada have reviewed this material for completeness, fairness and accuracy. 
While we have not independently verified the material, we believe those involved in smog management 
would generally agree that it shows the problems created by smog and the opportunities that reducing 
smog presents for Canada. 


Part IT discusses the roles and responsibilities of those involved in smog management and sets out the 
national approach to the problem, including the federal tools used to combat smog. 


Part IIT focusses on the federal role in implementing Canada’s national smog program — the three 
phases of the 1990 NOx/VOC Management Plan. We report our audit findings on the federal 
government's own initiatives and on its broader role of leadership in implementing the Plan nationally. 


The Main Points, which follow this guide, provide a concise summary of the chapter, with 
cross-references to further details. 
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The audit work reported in this chapter was conducted in accordance with the legislative 
mandate, policies and practices of the Office of the Auditor General. These policies and 
practices embrace the standards recommended by the Canadian Institute of Chartered 
Accountants. The numbered paragraphs in bold face represent recommendations. 
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Smog 
Our Health at Risk 


Main Points 


Smog poses a serious threat to Canadians 


4.1 Over the last decade, the federal government has stated repeatedly that Canada’s smog problem is a 
major public health issue and one that poses a serious threat to the environment. Its most significant impact is the 
adverse effects it has on the health of Canadians, particularly the most vulnerable members of society — the 
elderly, our children and those with heart disease and lung and other respiratory diseases. Even healthy adults are 
vulnerable to the adverse effects of smog (paragraphs 4.30-4.47). 


4.2 The federal government estimates that air pollution can be linked to 5,000 premature deaths each year in 
11 major Canadian cities. This is a relatively large number of deaths when compared with some of the other 
involuntary risks that Canadians face. In addition, a far larger number of Canadians experience less serious but 
more widespread impacts that can place a significant burden on our health care system. For example, exposure to 
smog can result in respiratory or other problems that can interfere with quality of life and physical performance. 
Other potential effects include increased use of medication, more visits to doctors or emergency rooms and even 
admissions to hospital (4.30-4.43). 


4.3 Smog also affects Canada’s agricultural and forestry sectors. Millions of dollars are lost each year in the 
agricultural sector due to the impact of common air pollutants on crops (4.48-4.52). 


4.4 In a 1999 survey conducted for Health Canada, 24 percent of Canadians identified air pollution as their 
provinces’ most serious environmental issue. In addition, 61 percent said they are “very concerned” about air 
quality problems. While many Canadians are aware that smog is bad for their health and their environment, there 
is a need to improve their understanding of the problem and what they can do about it (4.107-4.109). 


No time for complacency 


4.5 While there have been downward trends in some pollutants commonly found in outdoor air, trends now 
appear to be levelling off or even increasing. Past improvements in air quality are slowly being eroded by 
increased emissions as a result of greater consumption of energy (4.58-4.67 and 4.964.100). 


4.6 The federal government has stated that current scientific knowledge presents compelling evidence of the 
need for urgent action on smog (4.101-4.103 and 4.125—-4.127). Federal strategies on air pollution were originally 
based on the belief that there were lower limits at which the main pollutants in smog were safe. However, recent 
research has been unable to identify safe levels of ozone or particulate matter (4.155—4.158). 


4.7 Environment Canada expects that air quality will continue to deteriorate unless governments, industry 
and individual Canadians make a concerted effort to reduce smog (4.964.100). 


Starting out on the right foot — but failing to take the next steps 


4.8 In 1990, the Canadian Council of Ministers of the Environment (CCME) endorsed a three-phase national 
plan to reduce levels of pollutants. The plan focussed on nitrogen oxides (NOx) and volatile organic compounds 
(VOC). Both of these lead to the formation of ozone, a major component of smog. The national plan’s objective 
was to “fully resolve” the ozone problems in Canada by 2005 (4.149-4.154). 
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4.9 We believe that the 1990 NOx/VOC Management Plan represented a major achievement by the federal, 
provincial and territorial governments and provided sound strategic direction for addressing Canada’s smog 
problem (4.168—4.171). 


4.10 However, after endorsing the Plan the partners never reached agreement on the details of a framework for 
implementing it. The Plan evolved over the past 10 years without many of the key elements of good management 
(4.172-4.179). 


4.11 Environment ministers originally agreed to negotiate federal-provincial partnership agreements within 
one year, outlining who would do what by when. When no such agreements were prepared, the Plan was destined 
to fail (4.175—4.176). An appropriate accountability regime was never put in place to clarify the roles, 
responsibilities and expected performance of each level of government. As a consequence, it is not clear whom 
the public and Parliament can hold to account should the Plan fail (4.180-4.182). 


4.12 Although the 1990 Plan was never implemented as originally envisioned, the federal government did 
most of what it had said it would do under the first of the Plan’s three phases. However, the federal contribution to 
reducing emissions was expected to be modest compared with the size of the problem. Under the Plan, the efforts 
of others were supposed to achieve the bulk of emission reductions (4.1834. 194). 


4.13 Environment Canada failed to provide the public and Parliament with meaningful, comprehensive and 
timely information about action on the promises made to Canadians in 1990 and on the results of national efforts. 
The lack of transparent information means that the public and Parliament cannot determine whether Canada is 
addressing its smog problem at a reasonable pace (4.195—4.208). 


4.14 The federal government acknowledges that despite years of national effort, progress has been slower than 
planned and the original target date will likely not be met. Moreover, new pollution concerns must be addressed 
and levels of smog-causing pollutants significantly reduced. Environment Canada has commented publicly on the 
need for urgent high-priority action to address this chronic and stubborn problem (4.96, 4.126, 4.147, 4.228). 


Where to go from here? 


4.15 No one level of government and no one industry can resolve the smog problem alone. There is no one 
solution; dealing with smog will require a long-term, concerted effort by all Canadians. Arrangements must be 
developed that will work in this difficult context. Canada will need strong leadership from the federal government 
to encourage co-operative action in all sectors of society (4.92-4.95 and 4.114-4.121). 


4.16 As the federal leader in protecting Canada’s air quality, Environment Canada has a responsibility that 
goes beyond its own smog-reduction activities and its co-ordination of federal activities. It is also responsible for 
facilitating federal/provincial/territorial collaboration and working with its partners to develop effective national 
strategies and plans (4.125-4.134),. 


4.17 The federal government has identified the importance of using a broad range of tools to reduce smog. For 
the most part, however, it has relied on the voluntary co-operation of others and has used regulatory instruments 
only selectively. It needs to develop a comprehensive federal approach that fully addresses the sources of 
smog-causing pollutants (4.135-4.144), 


4.18 The approach used for federal/provincial/territorial collaboration has proved ineffective at achieving the 
results promised to Canadians under the 1990 Plan. It remains to be seen whether the new Canada-Wide Standards 
process under the 1998 Canada-Wide Accord on Environmental Harmonization will be more effective. Whether 
the new process will establish clear accountability for results and transparent information to the public and 
Parliament also remains to be seen (4.228-4.232 and Appendix A). 


Background and other observations 


4.19 The smog problem is difficult and complex. Smog is made up of various pollutants from many different 
sources. It crosses borders and affects different people in different ways (4.924.112). Although smog is defined 
by its main components — ozone and particulate matter — the “basket” of pollutants that contribute to the 
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formation of smog also includes nitrogen oxides, volatile organic compounds, sulphur dioxide and carbon 
monoxide (4.25—-4.29). 


4.20 The air pollutants that cause smog today are largely by-products of industrial activities and the burning of 
fossil fuels (oil, natural gas and coal). Many of the solutions to the smog problem will require Canadians to 
change the way they produce and use energy (4.68-4.78 and 4.107-4.109). 


4.21 Environment Canada has taken the federal and national lead, and represents Canada at the international 
level. In Canada, however, no jurisdiction has sole authority to regulate or control all aspects of smog reduction. 
While the federal government works to reduce smog nationally, complementary efforts of the provinces, territories 
and municipalities have a major impact on the pace of progress (4.114—4.134 and Appendix E). 


4.22 To help assess progress in the future, the federal government needs to work with the provinces and 
territories to identify and prioritize the requirements of the national air pollutant monitoring network. As part of 
any future commitments, they need to determine their respective roles and responsibilities for maintaining and 
enhancing the network (4.209-4.227). 


4.23 Ten years after the federal, provincial and territorial environment ministers identified smog as a serious 
threat to public health and the environment, their governments are still developing national strategies and plans for 
combating smog. They are considering new standards for ozone and particulate matter, but the proposed targets 
are far in the future (4.228-4.232 and Appendix A). 


4.24 While finding solutions to smog has often seemed beyond Canada’s reach, there is cause for hope. 
Canada has taken action to reduce some of the components of smog and has had some success in improving air 
quality in general. Canadian governments and industry have demonstrated that they can tackle difficult problems 
of air pollution, and similar results should be possible with smog (4.60). 


The response of Environment Canada is included in this chapter (4.239). The Department agrees that smog 
is an important public health concern that requires further action and sustained investment. It also agrees 
that sound management principles should be incorporated into future management arrangements under the 
Canada- Wide Standards for Particulate Matter and Ozone. Environment Canada is committed to providing 
meaningful and timely information on performance expectations and results. 
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PART | — WHAT, HOW AND WHY? 


The federal Minister of the Environment recently stated, “Canadians are especially concerned 
about air quality. Residents in many areas are subjected to unacceptable air pollution caused 
by ground-level ozone and airborne particles which combine with other air pollutants to 
produce smog, particularly in our urban centres. We have taken several steps to reduce smog 
over the last few years, but a great deal remains to be done... We are committed to clean air... 
This may eventually mean some changes in lifestyle choices for many Canadians, but I am 
confident that everyone will appreciate the need for action.” 


What Is Smog? 


4.25 Air pollution is not new. Natural 
sources of air pollutants have always 
contaminated so-called “pure air’. 
However, levels of air pollution have risen 
as humankind has progressed. The rapid 
growth of cities in the Industrial Age and 
the widespread use of coal to produce 
steam and heat homes and factories cast a 
pall of polluted air over the urban 
landscape in Europe and North America. 
Air pollution today is usually a 
combination of ozone and the pollutants 
that lead to its formation, as well as 
particulate matter and toxic contaminants. 
Many of the pollutants in the air 
contribute to one or more problems such 


as acid rain, climate change, air toxics and 
smog. 


’ 


4.26 People first used the term “smog’ 
to describe the mixture of smoke and fog 
in the air above cities. Smog “episodes”, 
periods of dangerously high levels, were 
recorded throughout the 19th and first half 
of the 20th centuries. London, England 
experienced a particularly disastrous 
episode in December 1952. This was a 
result of the open burning of coal and a 
stagnant air mass over the city, leading to 
a layer of smog that lasted five days and 
caused about 4,000 deaths. That episode 
led the industrialized world to make major 
changes aimed at reducing air pollution. 


4.27 Today, the common air pollutants 
that cause smog are largely a result of 


Smog: Our Health at Risk 


Today, the common air 
pollutants that cause 
smog are largely a 
result of personal and 
industrial activities 
that involve the 
burning of fossil fuels. 


Panoramic view of Toronto harbour from the 
foot of Bay and York Streets, 1918 (see 


paragraph 4.26). 


Source: A. Beales, National 
Archives of Canada, PA136350 
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Smog: Our Health at Risk 


The federal 
government defines 
the main constituents 
of smog as ozone and 
particulate matter. 


Smog-causing 
pollutants at levels 
common in Canada are 
linked to serious 
health problems. 


personal and industrial activities. Most air 
pollution is caused by the fossil fuels (oil, 
natural gas and coal) used for 
transportation and burned in our homes, 
thermal power plants and factories. This 
group of pollutants has the potential to 
damage the environment and the health of 
most Canadians. The federal government 
defines the main constituents of smog as 
ozone and particulate matter (PM). 
However, it recognizes that smog is a 
“basket” of pollutants that also includes 
nitrogen oxides (NOx), volatile organic 
compounds (VOC), sulphur dioxide (SO?) 
and carbon monoxide (CO). 


4.28 NOx refers to compounds of 
nitrogen and oxygen that include nitric 
oxide (NO) and nitrogen dioxide gases 
(NO2). NOx contribute to the formation of 
ozone and particulate matter, and are 
themselves pollutants. About 95 percent 
of human-caused nitrogen oxides come 
from the burning of fossil fuels in motor 
vehicles, homes, industries and power 
plants. VOC also contribute to the 
formation of ozone and particulate matter 
and include thousands of carbon- 
containing compounds that evaporate 
easily into the air. VOC come mainly 
from fuel combustion and the evaporation 
of liquid fuels and solvents. SO is a 
colourless gas with an odour similar to 
burnt matches; in its acidic form it is the 
main cause of acid rain. The main sources 
of airborne SOp are coal-fired 
power-generating stations and non-ferrous 
ore smelters. CO is a colourless, odourless 
and tasteless gas produced through the 
incomplete combustion of organic 
materials. 


4.29 In this chapter, we define smog as 
a collection of these air pollutants 
commonly found in ambient (outdoor) air. 
For further information on ozone and 
particulate matter, see the insert on 

page 4-13. 


Why Should Canadians 
Care About Smog? 


4.30 Most Canadians are affected by 
smog in one way or another. It is a serious 
threat to the health of many Canadians 
and has significant negative impacts on 
the environment. 


Smog is hazardous to health 


4.31 According to the Ontario Medical 
Association, Canada’s smog problem 
represents a health crisis. The federal 
government has reported that 20 million 
Canadians, two thirds of the population, 
are exposed to harmful levels of pollutants 
that combine in our outdoor air to form 
smog. Several studies show that 
smog-causing pollutants at levels common 
in Canada are linked to serious health 
problems. Studies over the last decade 
demonstrate that daily fluctuations in the 
levels of these pollutants are reflected in 
the number of deaths, hospital admissions 
and emergency room visits. 


4.32 It is difficult to estimate how 
many Canadians die each year as a result 
of smog, but the federal government 
estimates that in 11 major Canadian cities 
alone, air pollution is responsible for 
5,000 premature deaths a year. Although 
the government cannot say with certainty, 
it is probable that these are deaths of 
people with pre-existing conditions. This 
is a large number of premature deaths 
when compared with some of the other 
involuntary risks that Canadians face (see 
Exhibit 4.1). 


4.33 How smog affects health depends 
on the type and amount of pollutant a 
person inhales, for how long and at what 
level of physical activity. The severity and 
type of health effects from ozone and 
particulate matter vary widely and include 
both short-term and long-term effects (see 
Exhibit 4.2). But other constituents of 
smog, such as nitrogen oxides, volatile 
organic compounds, sulphur dioxide and 
carbon monoxide, can also affect health. 
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Ozone and Particulate Matter 


Ozone 


Ozone in the stratosphere (15 to 40 kilometres above the Earth’s surface) occurs naturally and plays an important role as a protective layer around 
the Earth. It absorbs ultra-violet radiation from the sun and prevents most of it from reaching the Earth’s surface. Depletion of this stratospheric ozone 
leads to the problem known as ‘the hole in the ozone layer’. 


Stratospheric and Tropospheric Ozone in the Atmosphere 
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Adapted from: United States Environmental Protection Agency, Ozone: Good Up High, Bad Nearby, 
October 1997 


Ozone also occurs naturally in the troposphere (ground level to 15 kilometres), but only in very low concentrations. When pollutants from human 
activity increase these concentrations, ozone can reach harmful levels. Our chapter addresses ground-level ozone, a major air pollutant and a main 
component of smog. The chapter uses the term “ozone” to refer to ground-level ozone. 


Ozone is a powerful and irritating pollutant that is colourless and invisible to the naked eye. Thus, air can appear to be clean and yet still do harm to 
human health and the natural environment, as well as to buildings and materials. Ozone is not emitted directly. It forms in strong sunlight when nitrogen 
oxides (NOx) react with volatile organic compounds (VOC) in stagnant air. This means that efforts to limit ozone must also address the sources of NOx 
and VOC — which can be both natural and human-made. 


Whether ozone forms depends on many factors — weather conditions, the landscape, prevailing winds, and the amount of NOx and VOC in the air. 
Because its formation depends on strong sunlight and is accelerated by heat, its daytime levels are much higher in the summer than in the winter. Levels 
of ozone can also vary at night. Usually the natural turbulence of the air subsides after the sun goes down and, depending on the time of year, a certain 
amount of layering of the outdoor air occurs, trapping emissions at the ground level. 


Canada has set a national air quality objective or goal for the maximum concentration of ozone in outdoor air. Regions with significant ozone 


problems during the ozone season (May through September) may not necessarily exceed the national objective in other months of the year. 
(cont'd 
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(cont’d) ; 
Particulate Matter 


Particulate matter (PM) refers to a mixture of microscopic solids or liquid droplets (except for pure water) that remains suspended in the air for some 
time. It is emitted directly or formed by secondary reactions in the atmosphere. PM is unique among air pollutants in that it is not defined by its chemical 
composition. It can include a broad range of chemical species, including elemental carbon and organic carbon compounds, oxides of silicon, metals, 
sulfates, nitrates and ammonia. Particle size is considered the most important factor in characterizing the physical behavior of PM. This is because its 
size affects such things as the length of time it stays in the human body, the length of time it remains in the atmosphere and how it affects visibility. Thus, 
particle size plays an important role in the effects of smog on health and the environment, 


Particles range in diameter from about 0.005 to 100 microns (a micron is one thousandth of a millimetre). Total suspended particulates (TSP) — that 
is, all particles up to about 75 microns — is the only classification of PM currently included under national air quality objectives. When the national 
objective for TSP was originally set, research was based on the best standardized methods of the day. Since the late 1980s, better measurement 
technology has led to new standard measurements of PM 10 and PM 2.5. The smaller particles, less than 10 microns in diameter (PM 10), can penetrate 
the thoracic compartment of the human respiratory tract. PM 10 is generally subdivided into fine particles, 2.5 microns in diameter or less (PM 2.5), and 
coarse particles, generally larger than 2.5 microns in diameter. The new data have been used by researchers to better understand the health outcomes 
of smaller particles. 


4.34 A main area of health concern is 
clearly the respiratory system, through 
which ozone and particulate matter enter 


of the lungs, resulting in irritation, 
decreased lung function and shortness of 
breath, and can exacerbate lung disease. 


—_—————— 


Exhibit 4.1 
Annual Deaths in Canada 


Related to Air Pollution Exceed 
Those From Other Causes 


Source: Government of Canada 


the body. Evidence also links cardiac 
problems to the effects of air pollution. 


4.35 Coarse particulate matter from 
dust and soil can be filtered by the nose 
and upper airways, and the body expels it 
more easily. Of increasing concern are 
fine particles, which penetrate or “fall” 
more deeply into the lungs. They cannot 
be expelled by breathing or coughing. In 
fact, the particles segregate at the bottom 


Exhibit 4.3 shows the human respiratory 
system and the degree of penetration of 
ozone and particulate matter. 


4.36 Individual reactions to smog vary 
widely. People who are particularly 
sensitive may show symptoms after only 
one or two hours outdoors on a smoggy 
day. Others may display no symptoms at 
first after exposure to high levels, but may 
show effects up to a few days later. 


Air pollution attributed* 


Breast cancer (female) 


| 4,946 


Prostate cancer 


Motor vehicle accidents 


Malignant melanoma 
of the skin 


Viral hepatitis 


| 3,064 


2000 3000 4000 5000 
Number of Deaths 


* The federal government estimates that in 11 major Canadian 
cities alone, air pollution is responsible for 5,000 premature 


deaths a year. 


Other mortality statistics are drawn from the entire Canadian 


population for 1997, 
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4.37 A large percentage of Canadians 
are susceptible to smog’s damaging effects 
(see Exhibit 4.4). Those at highest risk 
include the elderly, children, smokers and 
people who have heart, lung and other 
respiratory diseases like asthma, 
emphysema, bronchitis or pneumonia. 
One in five Canadians now has some form 
of respiratory problem. 


4.38 Overall, asthma affects about 
two million Canadians. Between 1978 
and 1994, the prevalence of asthma 
increased from 2.5 percent to 11.2 percent 
of children aged 14 and under. The 
reasons for this increase are still not clear. 
It may involve several factors, such as 
changing awareness among the public and 
health professionals and changing 
diagnostic practices. Asthma is a complex 
disorder of the airways in which 
inflammation obstructs airflow, causing 
breathlessness, coughing and wheezing. 
Although the causes of asthma are still 
under study, smog is known to at least 
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disease, giving rise to an attack or making 
an attack more serious. 


4.39 Chronic obstructive pulmonary 

disease (COPD) affects 3 percent of all 

Canadians and 6 percent of those over the 

age of 55. It results in increasing shortness 

of breath and eventual death. Smog Canadians at highest 
increases the risk of developing COPD aes 

and makes symptoms worse for those with risk include the elderly, 


the disease. children, smokers and 
4.40 Healthy children, particularly people who have 
newborns, are believed to be more heart lung and other 
vulnerable than adults to the effects of i : 

smog because they are small and their respiratory diseases. 


lungs take in proportionately several times 
more air, at a faster rate. Air pollution that 
may only slightly affect adults can cause a 
significant obstruction in the narrower 
airways of a young child. Children are 
also more susceptible because they are 
more active when playing outdoors. They 
also spend more time outdoors in the 
summer, when ozone levels are at their 


aggravate it in those diagnosed with the highest. 
Exhibit 4.2 
Adverse Health Effects of Smog 
Pollutants | Health Effects 
Ground-level ozone e Inflammation and swelling of the airways, with symptoms of coughing, wheezing, nose and 
throat irritation, pain and tightness in the chest and shortness of breath 
e Nausea, eye irritation and headaches 
e Increased respiratory illness, including bronchitis, asthma, pneumonia and emphysema 
e Decreased lung function, including decreased exercise capacity, premature aging of the lungs and 
possibly long-term development of chronic lung disease 
* Reduction of body’s defences against infection 
e Exacerbation of cardio-respiratory disease 
e Increased mortality rates 
Particulate matter e Increased respiratory symptoms 
(PM 10, including PM 2.5) . : 
e Increased respiratory stress and illness 
e Decreased lung function 
e Exacerbation of cardio-respiratory disease 
e Exacerbation of asthma 
e Increased mortality rates 


Source: Compiled by the Office of the Auditor General 
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Good health does not 
protect adults against 
the damage that smog 
causes to lungs. 


4.41 However, good health does not 
protect adults against the damage that 
smog causes to lungs. Those who work or 
exercise outdoors are susceptible. The 
more smog they breathe in, the more 
likely they are to experience effects such 
as chest tightness, eye, nose and throat 
irritation, coughing and wheezing. 
Healthy people exposed to smog breathe 
less efficiently and faster, taking more 
ozone into their respiratory tract. 
Moreover, people who exercise outdoors 
often do so at midday or in the afternoon, 
when ozone levels are peaking. Outdoor 
workers often have no opportunity to seek 
protection and, when exposed to high 
smog levels, their work performance 
could decline. Although not proved, there 
is also concern that long-term exposure to 
smog increases susceptibility to heart and 
lung disease. 


4.42 The health pyramid in Exhibit 4.5 
indicates that while some Canadians may 


Exhibit 4.3 


Smog and the Human 
Respiratory System 


Adapted from: National Ambient Air Quality 


Upper respiratory tract 
© Ozone irritates upper 
respiratory tract 


® Coarse particulates may be 
filtered by the nose and 
upper airway and are more 


easily expelled esophagus 


right bronchus 


bronchi 


Lower respiratory tract 


(thoracic compartment) / 
A 

@ Ozone may also penetrate 

into the lungs ne 
e Fine particles penetrate into a 

the deepest part of the 4p) % 

lungs a & 
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be dying of smog-related health effects, 
many more are affected by milder but 
more widespread impacts on their health 
and pocketbooks. On days when smog 
levels are high, absences from school and 
the workplace increase. Federal 
government experts have suggested that 
about six percent of all respiratory 
problems that lead to hospital admissions 
in Canada are smog-related. 


4.43 The associated costs to Canada’s 
health care system are difficult to identify. 
However, a study conducted for the 
Canadian Council of Ministers of the 
Environment (CCME) estimated that in 
the years from 1997 to 2020, cleaner air 
resulting from cleaner vehicles and fuels 
could provide health and ecological 
benefits of around a billion dollars a year. 
“Health benefits” denotes the benefits to 
society of avoiding mortality and 
morbidity related to air pollution. Benefits 
include the value of avoided health care 


nasal cavity 


oral cavity 


trachea 


lung 


left bronchus 


alveoli duct 


alveoli sac 


Objectives for Ground-Level Ozone Summary Science Assessment 


Document, Federal-Provincial Working Group on Air Quality Objectives and Guidelines, August 1999 
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costs, increased productivity and avoided 
pain and suffering. Annual health and 
other benefits of achieving the most 
stringent standards have been estimated at 
about $10 billion. While these 
assessments are not without controversy, 
the health benefits of improving air 
quality appear to be substantial. 


Current objectives do not protect health 


4.44 To provide a level of health 
protection, Canada has national objectives 
or goals for the maximum levels of ozone 
and total suspended particulates in outdoor 
air. However, the objective for ozone is 
not met in many parts of Canada for 
several days of the year, and the objective 
for total suspended particulates is no 
longer viewed as adequate to protect 
against the finer particles. 


4.45 Moreover, scientists have learned 
that ozone at concentrations much lower 
than the current national objective causes 
adverse health effects. A focus on 
lowering ozone levels to the current 
objective would thus fall short of fully 
protecting the health of Canadians. Many 
recent scientific studies suggest that the 


rr 
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Children are especially susceptible to the effects of smog when 


playing outdoors (see paragraph 4.40). 


Source: Health Canada 


concentrations of particulate matter 
common across Canada are also 
potentially harmful. Indeed, recent 
research has been unable to identify a safe 
level of ozone or particulate matter. 


4.46 National efforts to reduce smog 
have focussed on regions where ozone 
levels are a persistent problem. Yet many 
locations across Canada have ozone levels 
that are below today’s national objective 
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Recent research has 
been unable to identify 
a safe level of ozone or 
particulate matter. 


Exhibit 4.4 


Populations Most Affected by Smog in 


Canada 


Those at highest risk include children, 
the elderly, outdoor workers and people 
engaged in outdoor recreation. People 
with cardio-respiratory problems are 


also vulnerable. 


Source: Office of the Auditor General 
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Air pollution also 
poses a Serious threat 
to the environment. 


Exhibit 4.5 


The Cascading Health Effects 
of Air Pollution 


Source: Government of Canada, 


Phase 3 Federal Smog 
Management Plan Draft, 
November 1999 


but still considered harmful. There are no 
national standards for PM 10 (particulate 
matter less than 10 microns in diameter) 
or PM 2.5 (particulate matter 2.5 microns 
in diameter or less), and national efforts to 
reduce PM are in the early stages (see the 
insert on page 4—14 for further 
information). Even so-called clean areas 
of Canada may require action to reduce 
emissions and prevent air quality from 
deteriorating, because the concept of 
“clean air” is based on the premise that 
there are levels at which pollutants cause 
no harm. 


4.47 The CCME has accepted in 
principle new standards for ozone and 
PM 2.5; it will consider a possible 
standard for PM 10 and a more rapid 
achievement of the ozone standard. 
Ministers are scheduled to sign accepted 
standards at the June 2000 meeting of the 
CCME (see Appendix A for a discussion 
of Canada-Wide Standards). 


Smog has significant environmental 
impacts 


4.48 We know less about smog’s 
effects on the environment than on human 
health. Protection of the environment has 
generally been a secondary part of a 


Premature 
mortality 


Hospital admissions 
Emergency room visits 
Visits to doctor 
Reduced physical performance 
Medication use 
Physical symptoms 
Impaired pulmonary function 


Subclinical (subtle) effects 


broader goal to protect the health of 
Canadians. In recent years, new studies 
have presented a more complete picture, 
showing that air pollution also poses a 
serious threat to the environment. 


4.49 Effects on agriculture. Smog 
and its components can damage farm 
crops in a number of ways. In problem 
areas, the current levels of ozone are 
affecting sensitive crops. Lowered crop 
yields occur routinely over large areas of 
the Windsor—Quebec City Corridor in 
Ontario and Quebec, and in British 
Columbia’s lower Fraser Valley. Ozone 
damages foliage, affecting plant growth 
and reducing productivity. Plants can 
overcome low levels of ozone, but 
frequent episodes of high ozone levels are 
particularly damaging. Certain crops are 
at greater risk, including corn, beans, 
tomatoes, tobacco, potatoes, soybeans, 
hay and wheat. Ozone can also injure 
ornamental flowers and shrubs as well as 
grass species used in turf-grass 
production. 


4.50 Some estimates suggest that the 
cost of ozone damage to crops could be in 
the tens of millions of dollars annually. 
Potential benefits of meeting current 
national air quality objectives for ozone 
have been valued at $17 million to 


Severity 
of effect 


Proportion of population affected 
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$70 million a year in Ontario. Benefits for 
British Columbia’s agriculture sector are 
estimated at up to $9 million. 


4.51 Particulate matter accumulates on 
leaf surfaces and blocks sunlight, resulting 
in higher sensitivity to disease, pathogens 
and climate stresses. Ultimately, this 
reduces plant growth and yield. Deposits 
of fine particles can alter the acidity of 
soils, and eventually affect vegetation. 


4.52 Effects on forests. Ozone can 
damage the foliage of forest species, 
increasing their susceptibility to disease 
and other stresses. This leads to higher 
mortality rates and eventually to the 
overall decline of affected species. Ozone 
damage may be reducing forest growth 
and timber yield and contributing to forest 
decline in some parts of Canada. Many 
common tree species sensitive to ozone 
are suffering reduced growth. These 
include maple, ash, white spruce, white 
pine, poplar, white birch and red oak. 
Lowered growth of vegetation and forests 
can reduce wildlife habitat and degrade 
ecosystems. 


4.53 Effects on wildlife. Some studies 
indicate that breathing ozone causes 
long-term inflammation and chemical 
changes in the lungs of animals, reducing 
their ability to ward off disease. Not 
enough is known to draw conclusions 
about the levels of smog that affect birds 
and animals. 


4.54 Effects on buildings and 
materials. Smog-causing pollutants can 
affect buildings and materials by reducing 
their aesthetic appeal and hastening their 
physical and chemical degradation. 
Particulate matter affects materials such as 
stone, metals, fabrics and paints by 
soiling, eroding or corroding the surface. 
Consequently, numerous household and 
commercial materials are damaged as well 
as buildings and monuments. Ozone 
causes hardening and cracking in elastic 
materials such as rubber. It weakens 
synthetic materials such as fabrics and 
textiles and it fades dyes. Ozone also 
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chips and bleaches oil-based exterior 
paints, speeds up the corrosive action of 
SO or NOx on metals, and acts in 
combination with SO> to corrode marble, 
sandstone, limestone, brick, concrete and 
gravel. 


4.55 Visibility and aesthetic effects. 
The amount of particulate matter in the 
atmosphere directly affects visibility — 
for the public, the most apparent indicator 
of poor air quality. In less polluted areas 
visibility can reach 350 kilometres, while 
in more heavily polluted areas it can drop 
below 30 kilometres. This is a concern in 
wilderness areas as well as urban centres. 


4.56 Fine particulate matter (PM 2.5) 
contributes to visibility problems by 
absorbing and scattering light. As 
humidity increases, the problem gets 
worse. The resulting yellow-brown or 
white haze makes it difficult to enjoy the 
scenery. In severe cases, it may make 
travel by road or air difficult. 


4.57 Particulate pollution is a seasonal 
problem in the Arctic. Known as “arctic 
haze”, it occurs in winter and early spring 
when conditions favour the transport and 
retention of air pollutants. Most of these 
contaminants originate in the industrial 
areas of Asia, Europe and North America. 


Smog is made up of 
various pollutants 
from many different 
sources and affects 
regions of Canada in 
different ways. 


How Widespread Is 
Canada’s Smog Problem? 


4.58 Smog is made up of various 
pollutants from many different sources 
and affects regions of Canada in different 
ways. In addition, smog does not stop at 
national borders. 


The smog problem persists despite 
improvements in air quality 


4.59 Canadians cannot be complacent 
about their air quality. Although the 
quality has improved over the past 30 
years through efforts by the federal and 
provincial governments and industry, new 
pollution concerns (such as PM 2.5) and a 
better understanding of already recognized 
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Effects of smog on the Vancouver 
skyline (see paragraph 4.56). 


Source: Province of British Columbia — 
Ministry of Environment, Lands and Parks 


air pollutants have raised new issues. In 
addition, the federal government has 
recognized that the current national 
objectives for levels of ozone and total 
suspended particulates do not fully protect 
the health of Canadians. Although air 
quality across Canada’s landmass can be 
said to be generally good when measured 
against the current objectives, smog has 
severe impacts on the urban areas where 
80 percent of Canadians live. 


4.60 At the same time, there is no 
reason to despair about the smog problem. 
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In the past, when Canada has made a 
concerted effort to tackle certain aspects 
of air pollution, it has had considerable 
success (see Appendix B). Catalytic 
converters as well as enhancements to the 
overall vehicle emission control system, 
improved fuel efficiency, new 
smokestacks and other equipment to 
control industrial sources of pollution, 
restrictions on stack flaring, vehicle 
vapour recovery systems and 
cleaner-burning technologies have all 
been helpful in reducing smog. Less 
burning of coal for domestic heating in 


11:58 PST 24 March 1996 


11:58 PST 8 September 1995 
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winter has also helped. Energy efficiency 
and alternative energy programs designed 
to deal specifically with other air issues 
have also contributed to smog reduction. 


4.61 However, it is important to 
recognize that in tackling the smog 
problem, both primary pollutants (emitted 
directly into the atmosphere) and 
secondary pollutants (formed in the 
atmosphere through chemical and physical 
transformation) must be addressed. 
Secondary pollutants are much harder to 
control than primary pollutants, such as 
lead in gasoline, where the greatest 
successes have been achieved. 


4.62 Canada’s air quality problems are 
similar to those in other parts of the world. 
The Ontario Ministry of the Environment 
and Environment Canada recently 
compared ozone and particulate matter 
levels in six Canadian cities with a 
number of comparable cities in the U.S., 
Europe and Australia as well as 
Johannesburg, Osaka and Singapore. The 
study indicates that Canadian cities have 
levels similar to those in many cities 
outside Canada. 


4.63 Environment Canada has 
assessed trends in air quality up to 1996. 
The national data show a slight downward 
overall trend in concentrations of 
smog-causing pollutants in outdoor air. 
However, trends vary significantly from 
one location to another. 


4.64 The trends in ozone levels that 
exceed the national objective are similar 
to trends in temperature, demonstrating 
the link between outdoor air temperature 
and the production of ozone. For example, 
in 1988 and 1998 — years of unusually 
hot weather in central and eastern Canada 
— episodes of high ozone levels were 
particularly frequent. Aside from 
variations caused by climate, ozone 
concentrations are expected to change 
little in the near future and the potential 
for ozone pollution remains as high now 
as it was a decade ago. 
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4.65 Average urban concentrations of 
NOx decreased by 26 percent between 
1989 and 1996. VOC levels showed little 
change. Trends in SO) and CO showed a 
marked decrease between 1974 and 1992, 
but since then reductions seem to have 
slowed. 


4.66 Although data on total suspended 
particulate emissions and ambient 
measurements are available back to the 
early 1970s, routine measurement of 

PM 10 and PM 2.5 did not begin until the 
mid-1980s. This makes it more difficult to 
assess trends in these smaller particles 
over the longer term. However, while it 
appears that levels in many Canadian 
cities fell between 1987 and 1996, they 
seem to be creeping back up. 


4.67 In short, while there have been 
downward trends in some of the common 
air pollutants, trends now appear to be 
levelling off or even increasing as 
improvements are slowly eroded. 


Smog comes from many sources 


4.68 Natural sources produce some 
smog-causing pollutants in all areas of 
Canada, creating “background levels”. For 
instance, forests produce substantial 
natural emissions of VOC. These 
emissions are greatest during the hot 
summer months but are concentrated 
outside of urban areas. Natural sources of 
primary particulate matter include pollen, 
spores, bacteria, and debris from forest 
fires. Secondary particulate matter is also 
formed in the atmosphere by pollutants 
from natural sources. 


4.69 In the urban areas, however, 
where the smog problem is the most 
severe, human-made emissions expose 
people to the hazards of smog far more 
than natural sources do. A wide variety of 
sources emit pollutants that cause smog. 
These sources can be divided into three 


types: 
¢ point sources — stationary sources 


such as coal and oil-fired electrical 
generation plants or industrial facilities; 
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Exhibit 4.6 


e mobile sources — motor vehicles, 
trains, planes or ships that burn fossil 
fuels; and 


e area sources — small, widely 
distributed non-mobile sources that have a 
cumulative impact on a larger area — for 
example, burning wood in homes, 
pumping gasoline, and using solvents and 
paints. Area sources also include 
contaminants from agricultural operations 
(pesticides and dust) as well as forest fire 
debris and dust from roads and 
construction sites. 


4.70 The 1995 Canadian Emissions 
Inventory of Air Contaminants contains 


estimates for emissions of smog-causing 
air pollutants from more than 60 industrial 
and non-industrial activities and more 
than 4,600 industrial sources. Ninety- 

five percent of the smog-producing 
emissions come from 38 different sectors. 
Exhibit 4.6 provides information on 
emissions of NOx, VOC, SOx (sulphur 
oxides, including SO) and CO by 
category, and indicates the top six sources 
of each pollutant. (For further information 
on the major sources of smog-causing 
pollutants by category, see Appendix C.) 


4.71 The 1995 inventory shows that 
national NOx emissions were dominated 


1995 Emissions of Nitrogen Oxides, Volatile Organic Compounds, Sulphur Oxides and Carbon Monoxide 


In this exhibit, the pie charts show the breakdown by category for each pollutant, 
while the bar charts show the top six sources of each pollutant. 


CATEGORY SOURCE 
Nitrogen Oxides (NO,) 
(2,464 kilotonnes) 


Open sources (9%) Off-road diesel (8%) 
Forest fires (9%) 

Non-industrial fuel : ‘ 
combustion (14%) Electric power generation (10%) 


Transportation Upstream oil and gas (13%) 


(62%) Heavy duty diesel vehicles 


(15%) 
Industrial sources (25%) Light duty gas vehicles and 
trucks (16%) 


Volatile Organic Compounds (VOC) 
(3,575 kilotonnes) 


Surface coatings (4%) 


General solvent use (8%) 
Residential fuel wood (11%) 


| Light duty gas vehicles and 
trucks (14%) 


Open sources (26%) Industrial sources (26%) 


: aaah Upstream oil and gas (19%) 
Non-industrial fuel 


combustion (11%) 


Transportation (21%) Forest fires (25%) 
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Exhibit 4.6 (cont’d) 


CATEGORY SOURCE 


Sulphur Oxides (SOx) 
(2,654 kilotonnes) 


Transportation (5%) [Pulp and paper (3%) 
Petroleum refining (5%) 
ae $6 sands (6%) 


Non-industrial fuel : 
SoniustionnoLe Upstream oil and gas (15%) 

Industrial sources Electric power generation (20%) 
(74%) 


Non-ferrous mining and smelting 
(34%) 


Carbon Monoxide (CO) 
(17,128 kilotonnes) 


____|_______ Iron and steel industry (4%) 
Non-industrial fuel [————— Wood industry (4%) 

combustion (6%) Off-road use of gasoline (6%) 
Residential fuel wood combustion (6%) 


Industrial sources (13%) re ae 
ight duty gas vehicles 


and trucks (30%) 
Open sources (42%) 


Forest fires (40%) 


Transportation (39%) 


Source: Environment Canada, Canadian Emissions Inventory of Air Contaminants, 1995 


by the combined emissions from the transportation category at 21 percent. Next 
transportation category, which accounted was the miscellaneous category with about 
for more than 52 percent of the national 15 percent of the national total, and the 
total. Next highest were emissions from non-industrial fuel combustion category 
the industrial sources category with an estimated 11 percent. 


(particularly the upstream oil and gas 
industry) at roughly 25 percent, and the 
non-industrial fuel combustion category 4.73 The industrial sources category 


(particularly electric power generation) at (Particularly the non-ferrous mining and 
around 14 percent. smelting industry) dominated the national 


total of SOx emissions with an estimated 


4.72 The industrial sources and open 74 percent, followed by the non-industrial 
sources categories each accounted for fuel combustion category (particularly 
about 26 percent of national VOC electric power generation) at about 
emissions, closely followed by the 21 percent. The sectors in the 
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Exhibit 4.7 


Ever-Increasing Number of 
Vehicles on the Road 


transportation category contributed about 
5 percent to the national total. 


4.74 The open sources category, 
particularly forest fires, ranked the highest 
in CO emissions, at roughly 42 percent of 
the national total. Close behind was the 
transportation category, which contributed 
about 39 percent of national CO 
emissions. Exhibit 4.7 highlights 
transportation’s role in emissions of CO, 
NOx and VOC. 


4.75 The combined PM 10 emissions 
from the open sources category 
(particularly agriculture tilling and wind 
erosion, dust from unpaved and paved 
roads, forest fires and construction) 
accounted for around 90 percent of the 
national total. Industrial sources, the 
second leading category, accounted for 
only 5 percent of the national total. 
However, the inventory estimates of some 
of the open source sectors or activities, 
notably unpaved roads, are under review 


Source: Office of the Auditor General 


and are thought to be overestimates. 
Exhibit 4.8 provides information on 
emissions of primary particulate matter. 


4.76 Emissions of PM 2.5 were also 
dominated by the open sources category 
(particularly forest fires and dust from 
roads). However, some of the emissions 
from open sources are also thought to 
have been overestimated. In addition, 
there were significant emissions from the 
industrial sources category (particularly 
the wood industry and pulp and paper) and 
from the non-industrial fuel combustion 
category (particularly residential fuel 
wood combustion). 


4.77 It is important to note that the 
open sources of PM, which the inventory 
tends to show as major contributors, are 
usually in remote or rural areas (forest 
fires, for example). At the same time, 
secondary particulate matter (which is not 
reflected in the emissions inventory) is 
found in more populated areas of Canada 
and is largely a result of human activity 


Transportation in Canada is one of the largest 
contributors to poor air quality. The 
transportation sector includes around 17 
million cars and light trucks, or roughly one 
passenger vehicle for every two Canadians. 
While cars are becoming lighter, more 
fuel-efficient and less polluting, the increasing 
number of vehicles on the road erodes the 
benefits of improved technologies. Vehicles in 
urban areas are a significant source of 
smog-causing pollutants, particularly NOx, 
VOC and CO. Diesel vehicles are also 
responsible for a significant percentage of 
particulate matter in urban air. 
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(industrial processes and fossil fuel degree to which emissions of NOx or 
combustion in electric power plants, VOC contribute to the local ozone Although cities 
a industrial boilers, and residential — problems. In some areas agit high ozone produce the most 

eating). levels, the main contributor is NOx; in 
aa Tmaedatioest other areas it is VOC. In most urban smog-causing 

, anada is to reduce smog 2 ee ; 
substantially, it is clear that many different Te Spioise al pos enone pollutants, smog is not 
sectors will have to be involved. While just an urban problem: 
transportation is one of the largest 4.83 = While ozone problems often ; 
contributors to poor air quality, other extend beyond urban areas, they are air currents carry 
sectors such as energy and industry will nevertheless highly regionalized. pollutants over long 
also need to continue reducing emissions. Historically, three particular areas in : 

Canada have had unacceptable levels of distances. 

Not just an urban problem ozone most often and for the longest 


periods of time. These areas are the 
4.79 Although cities produce the most 


smog-causing pollutants, smog is more 
than an urban problem. As air currents Exhibit 4.8 
carry pollutants downwind over long 


distances, ozone continues to form. Smog PM 10 and PM 2.5 Emissions in 1995 - Dominant Sectors 


can affect areas up to a few thousand PM 10 Emissions 
kilometres away from pollution sources, SCotor % National Total 
creating a blanket of pollution over a : 
fairly large region. ean from CES Oe . 38 
Agriculture tilling and wind erosion 16 
4.80 The reactions that produce ozone Forest fires 13 
are complicated. For example, excessive Construction operations 10 
levels of NOx can destroy (scavenge) Dust from paved roads 10 
ozone in the immediate area surrounding Agriculture (animals) 
the source while contributing to a larger Be ocennslelanced/combustion : 
overall burden of pollutants and more ey 
elevated ozone levels downwind. This Buln god pepenanusey. 
often means that urban cores experience 
lower ozone levels than downwind PM 2.5 Emissions 
suburban areas. Sector % National Total 
4.81 Each region and urban area in Forest fires 39 
Dust from unpaved roads 20 


Canada has its own pattern of air pollution 


and its own causes of elevated levels. Residential fuel wood combustion : 
Regions vary in the level of naturally Deon paved. toads i 
occurring air pollutants, wind currents, ae EUR ; : 
sources and distribution of emissions, Eulpand ee 
: : . . Heavy duty diesel vehicles 2 
industries, population, traffic, geography A 
: Prescribed burning 2 
and weather patterns. Strategies to reduce R 
: : Other industries 2 
smog need to factor in these regional > 
a ; Agriculture (animals) 2 
conditions. (See Appendix D for a c ae : ; 
hical ; fens Agriculture tilling and wind erosion l 
geographical presentation of emissions.) Bisctrical power seneation ; 
Rail transportation | 
Ozone problem areas Off-road use of diesel | 
Construction operations less than | 
4.82 The number of days when ozone : 
levels exceed the national objective varies Source: Environment Canada, Canadian Emissions 
greatly from region to region; so does the Inventory of Air Contaminants, 1995 
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Over 50 percent of the 
Canadian population is 
routinely exposed in 
summer to ozone 
levels above the 
national objective. 


Windsor—Quebec City Corridor of Ontario 
and Quebec, the Southern Atlantic Region 
(particularly the Bay of Fundy and Saint 
John areas), and the lower Fraser Valley of 
British Columbia (which includes 
Vancouver). 


4.84 The Windsor—Quebec City 
Corridor, the most urbanized and 
industrialized part of Canada, experiences 
the country’s highest concentrations of 
ozone from a combination of local, 
regional and long-range sources of 
pollutants. The current ozone objective is 
exceeded as often as 25 percent of 
summer days. Southwestern Ontario is the 
part of the corridor most affected by 
smog. Elevated ozone levels occur more 
frequently at rural sites than in urban 
industrial centres such as Toronto and 
Hamilton. This is because of the 
contribution from the U.S., and the 
scavenging effects of local NOx emissions 
in the cities. The smoggiest place in 
Canada is in rural southwestern Ontario 
along the north shore of Lake Erie, as 
confirmed by a monitoring site in Long 
Point Provincial Park. This area typically 
exceeds the current objective 30 days each 
year. 


4.85 In the Southern Atlantic Region 
the majority of NOx and VOC pollutants 
and days of elevated ozone usually occur 
around the Bay of Fundy and Saint John, 
New Brunswick. They are attributed 
largely to the long-range transport of 
ozone and NOx and VOC from the U.S. 
Most of the pollution comes from the 
northeast and midwest U.S., with a small 
contribution from the Windsor—Quebec 
City Corridor. 


4.86 The lower Fraser Valley has had a 
significant smog problem. Vehicular and 
other emissions are trapped by the 
surrounding mountains, resulting in a 
pocket of stagnant air in which pollutants 
accumulate. Ozone episodes in this area, 
including the city of Vancouver, come 
primarily from local sources of NOx and 
VOC. Air quality has improved since the 


early 1980s and the frequency of ozone 
exceedences is currently low. While this 
area has ozone pollution, particulate 
matter is also a significant problem. 


4.87 Canada’s national efforts to 
reduce smog have so far focussed on these 
three ozone problem areas. However, the 
impact of the recent ozone science 
assessment has changed the way ozone’s 
impacts on health are characterized. There 
is less emphasis on extreme episodic 
events than on chronic levels. This will 
change the geographic focus of 
management efforts, given that the 
national ozone objective is exceeded 
regularly in most of Canada’s populated 
areas (see Exhibit 4.9). During peak 
growing seasons, it is also exceeded in the 
most fertile areas of crop production. It 
has been determined that over 50 percent 
of the Canadian population is routinely 
exposed in summer to ozone levels above 
the national objective. 


Particulate matter problem areas 


4.88 Unlike ozone, particulate matter 
shows no consistent seasonal pattern. 
Nationally, it is a year-round problem, 
with some regions seriously affected in 
winter and others in summer. 
Concentrations in outdoor air vary 
significantly across Canada. Both local 
and long-range sources affect the amount 
and type of particulate matter at any 
location. Industries in the U.S. are a major 
source of PM in some regions of Canada. 


4.89 Particulate matter is a more 
widespread problem than ozone. It occurs 
in larger cities mainly because of 
construction, industries, motor vehicles, 
heating plants and residential furnaces. 
Levels in most large Canadian cities are 
thought to have significant impacts on 
human health. These levels are similar to 
levels in major U.S. cities. 


4.90 The highest concentrations of the 
coarser particles are often found in small 
communities with major industry (for 
example, Temiscaming, Quebec; 
Shawinigan, Quebec; Sault Ste. Marie, 
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Ontario; Quesnel, B.C.; and Cranbrook, 
B.C.). Urban areas such as Montreal, 
Hamilton, Windsor, Winnipeg, Regina, 
Calgary, Edmonton and Vancouver also 
experience high levels of particulate 
matter. Rural areas experience elevated 
levels of coarse PM linked to agricultural 
operations and unpaved roads. 


Fine particle matter 
has emerged as 
another main 
component of smog 
that poses serious 
health concerns. 


Smog does not stop at national borders 


4.91 Because smog moves freely 
across provincial, territorial and national 
boundaries, it must be dealt with as a 
transboundary or international issue. Of 
most concern to Canada are the pollutants 
that flow from the U.S. They represent a 
significant percentage of the air pollutants 
in some areas of Canada. Exhibit 4.10 
shows the regions most affected by U.S. 
air pollutants that prevailing winds carry 
into central and eastern Canada in the 
summer. Environment Canada estimates 
that air pollutants from the U.S. may 
cause up to half of the ozone in 
southwestern Ontario and up to 75 percent 
of the ozone in the Southern Atlantic 
Region. Although not reflected in the 
pollution river diagram, pollutants also 
flow from Canada into the U.S. The issue 
of transboundary flows into the U.S. from 
Canada may become more important since 
PM, unlike ozone, is also a problem in the 


winter when predominant airflows are into 
the U.S. 


Why Is the Smog Problem 
So Difficult to Solve? 


4.92 In Canada, ozone remains a 
problem. Moreover, PM 2.5 has emerged 
as another main component of smog that 
poses serious health concerns. Why, then, 
has progress on smog been so slow? What 
are the challenges to finding solutions? 


Solutions will be as complex as the 
problem 


4.93 To reduce smog, Canada will 
need to reduce emissions of the various 
pollutants that cause it. These emissions 
come from a wide range of sources in 
many different sectors. Transboundary and 
natural sources are also a significant factor 
in many regions. 


4.94 Reducing smog, then, is not 
simply a matter of cleaning up a few 
industrial plants. The easiest gains may 
already have been made, and the eventual 
solutions will likely be increasingly 
complex and require a broad range of 
control measures. Whether these measures 
work will depend on many factors: 
weather conditions, levels of NOx and 


Exhibit 4.10 
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Summer Prevailing Winds 
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Summer prevailing winds from —S 
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Source: Government of Canada, Phase 3 i we a Fr 
Federal Smog Management Plan Draft, 
November 1999 (Adapted from Schichtel pee 
and Husar) o ay 
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VOC emissions and other relevant 
pollutants, the transport of both 
human-made and natural emissions and 
the natural concentrations present in the 
air. Tackling the smog problem will 
require an approach that addresses all the 
pollutants and integrates initiatives on 
other air problems like climate change, air 
toxics and acid rain. 


4.95 It will take a concerted, 
long-term and continuous effort to solve 
Canada’s smog problem. This effort must 
involve all levels of government, most 
economic sectors and individual 
Canadians. Actions taken now may yield 
few benefits for 10 tol5 years. For 
example, standards for energy efficiency 
will take time to have an impact. New, 
tougher vehicle emission standards and 
alternative fuels that cause less pollution 
will take nearly a decade to be fully 
reflected in the Canadian fleet of vehicles. 


Canada’s growth is overtaking 
improvements in air quality 


4.96 The federal government believes 
that significant reductions of 50 percent to 
75 percent of NOx and VOC would be 
needed to meet the current air quality 
objective for ozone. However, according 
to the federal government, even full 
implementation of the first phase of the 
Canadian Council of Ministers of the 
Environment Management Plan for 
Nitrogen Oxides (NOx) and Volatile 
Organic Compounds (VOCs) (hereinafter 
referred to as the 1990 NOx/VOC 
Management Plan) would, at best, only 
offset the impact of growth and result in 
modest improvements in the ozone 
problem areas. That is why the 1990 Plan 
called for up to two more phases to 
achieve the goal. 


4.97 Population and economic growth, 
increased emissions from greater use of 
vehicles, and higher consumption of 
energy are overtaking national progress 
against smog. Exhibit 4.11 presents a 
worrisome picture of trends that are 
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expected to continue into the future, 
working against improvements in 
Canada’s air quality. 


4.98 Unless Canada and the U.S. 
significantly reduce their NOx and VOC 
emissions, little change in annual mean 
ozone levels can be expected in the near 
future. Higher levels can also be expected 
if the number of unusually hot summers 
increases. 


It will take a concerted, 
long-term and 
continuous effort 

to solve Canada’s 


4.99 AS no estimates of secondary PM 
smog problem. 


are available, it is difficult to forecast 
national trends in outdoor levels of PM. It 
is hoped that domestic and U.S. action to 
reduce the major contributors to PM 
formation will lead to a decline in ambient 
levels of PM. 


4.100 Given the uncertainties in the 
data and the limitations of methodology, 
forecasts must be used with great care. 
Nonetheless, Environment Canada expects 
that air quality in general will continue to 
deteriorate and emissions of key pollutants 
to rise after 2010 unless governments, 
industry and individual Canadians make a 
concerted effort to reduce smog. 


Uncertainties in knowledge about smog 
and related health effects 


Air quality will 
continue to deteriorate 
unless governments, 
industry and individual 
Canadians make a 
concerted effort to 
reduce smog. 


4.101 While the federal government 
believes that the available scientific 
information on smog is sound, it has 
identified significant knowledge gaps. For 
example, no one knows precisely how the 
mix of pollutants meet to cause smog, or 
the exact level of intervention needed to 
reduce it, nor the nature of the reductions 
that are needed. This is particularly true of 
particulate matter. 


4.102 Inthe last decade, much more 
has been learned about smog’s health 
effects. However, more information is 
needed on, for example, how long-term 
exposure affects underlying health, what 
smog actually costs society, and how 
health risk is distributed in the population. 


4.103. The government believes that to 
tackle the smog problem aggressively and 
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There is a trade-off 
between clean air and 
what Canadians are 
willing to pay to get it. 


Exhibit 4.11 


Worrisome Future Trends 


Source: Compiled by the 
Office of the Auditor General 


to better protect human health, it must 
address these gaps in knowledge and 
improve the use of scientific tools like the 
monitoring of pollutants in outdoor air. At 
the same time, it believes the available 
scientific knowledge provides compelling 
evidence that smog is a major problem 
today, posing a serious threat to the health 
of Canadians. 


Resolving the problem will be costly 


4.104 Even as environmental problems 
worsen, the federal, provincial and 
territorial governments have less money to 
spend on solutions. New and emerging 
environmental problems such as climate 
change are stretching the diminishing 
resources ever thinner. 


4.105 National efforts to reduce smog 
will have significant costs to governments 
and to industry. In the 1990 NOx/VOC 
Management Plan, the federal government 
suggested that fully resolving Canada’s 
ozone problem by 2005 could cost billions 
of dollars. As part of the current 
Canada-Wide Standards process, annual 
costs of air pollution abatement were 


calculated as a percentage of 

Canada’s 1995 gross domestic product 
(GDP). The 1995 GDP was approximately 
$807 billion. Based on seven alternative 
target levels for PM and ozone, estimated 
annual abatement costs ranged from 

$968 million (0.12 percent of GDP) to 
$22 billion (2.74 percent of GDP). 


4.106 Governments must weigh the cost 
of smog’s impact on human health and the 
environment against the costs of reducing 
the pollutants that cause it. Assessing the 
economic and social impacts of air 
pollution is a complex undertaking, and 

all estimates of costs and benefits are 
approximate at best. In the end, there is a 
trade-off between clean air and what 
Canadians are willing to pay to get it. 


Major changes in lifestyle are needed 


4.107 All Canadians have a role to play 
in solving the smog problem in Canada. In 
a 1999 survey conducted for Health 
Canada, 24 percent of Canadians 
identified air pollution as the most serious 
environmental issue facing their provinces 
and 61 percent said they were “very 


Population growth. As Canada’s population continues to grow, particularly in urban areas, the 
demand for goods and services that are linked to sources of smog-causing pollutants will also 


increase. 


Urban living. Increased suburban living results in increased dependency on automobiles and longer 
commutes. More people are living in larger, more polluted urban centres, increasing traffic 
congestion, while the use of urban transit is declining. 


Transportation trends. While less-polluting vehicles will help to reduce emissions by the 
transportation sector, there are offsetting pressures such as more vehicles per family and more miles 
travelled; heavier vehicles, which may be more polluting; increased yearly travel by most modes 
(especially by personal-use vehicles and planes); and shifts to more energy-intensive modes of 


transportation such as trucking. 


Increasing use of fossil fuel. Emissions from fossil fuels are expected to rise for several reasons: 
deregulation of electricity generation and increased use of cheaper, more polluting coal to generate 
electricity; aging nuclear reactors temporarily taken out of service and replaced with coal-burning 
plants (increasing NOx and SO2 emissions); and fossil fuel prices that discourage such 
conservation measures as buying smaller cars and using vehicles less. 


Health concerns. The number of people susceptible to smog (for example, the elderly) is growing. 


Climate change. Global warming will induce the production of ground-level ozone, and extra 
electrical energy will have to be supplied to diminish the effects of heat waves (for example, air 
conditioning). Where electrical power is obtained by burning fossil fuels in power plants, emissions 
of NOx into the atmosphere may increase unless new technologies are developed. 
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concerned” about air quality problems. 
While many Canadians are aware that 
smog is bad for their health and their 
environment, there is a need to improve 
their understanding of the problem and 
what they can do about it. 


4.108 Federal officials believe that 
public education is vital to the success of 
Canada’s national smog initiatives and, 
while people are now more aware that 
smog is a health hazard, they are not 
changing the behaviour that contributes to 
it. Furthermore, there is little evidence 
that “smog warnings” encourage such 
change. Environment Canada has 
developed a Web site that provides the 
public with more information on smog 
and on actions they can take. (For more 
information see http://www.ec.gc.ca/ 
smog/index.htm) 


4.109 The federal government has 
noted that many of the solutions to the 
smog problem will require Canadians to 
change the way they use and produce 
energy. However, it will be difficult to 
reduce the use of vehicles that burn fossil 
fuels when our way of life depends on 
them. Solutions may include changing 
production and consumption patterns, 
developing cleaner fuels, using cleaner 
modes of transportation, designing more 
efficient cities and developing new 
technologies and alternative sources of 
energy. It will be a huge challenge to 
secure public support for reductions that 
will require major changes in the way 
many people live. 


The federal government cannot solve 
the smog problem on its own 


4.110 The complexity of the smog 
issue is reflected in the number of 
stakeholders who play a role in tackling 
the problem. While Environment Canada 
sees its role as providing national 
leadership, it must work in partnership and 
close co-operation with other federal 
departments and the other levels of 
government in Canada. For example, to 


SN 


be successful the three-phased 1990 
NOx/VOC Management Plan relied on 
close co-operation between federal 
and provincial departments, and a 
co-ordinated response by federal 
departments. 


4.111 Moreover, improving Canada’s 
air quality will also depend on efforts by 
other countries, particularly the United 
States. Air quality problems in parts of 
Canada can be fully addressed only if 
action is co-ordinated with U.S. efforts to 
reduce emissions. Although the scope of 
our work did not include a review of 
Canada’s international commitments, it is 
important to note that Canada has entered 
into several agreements with the U.S. and 
others to reduce transboundary air 
pollution. Most recently, the two countries 
agreed that an Ozone Annex under the 
Agreement between the Government of 
Canada and the Government of the United 
States of America on Air Quality 
(hereinafter referred to as the 1991 
Canada—U.S. Air Quality Agreement; see 
Appendix E) would be completed in the 
year 2000. However, the federal 
government believes that to strengthen its 
position on the flow of pollutants from the 
U.S., Canada needs a strong and credible 
program of domestic smog reduction. 


4.112 Because many industry sectors 
operate throughout North America, 
Canadian strategies for smog control have 
to consider U.S. initiatives. For example, 
current Canadian regulations on road 
vehicle exhaust emissions are harmonized 
with those in the U.S. New initiatives to 
reduce VOC in common consumer 
products will closely reflect recently 
developed U.S. standards. 


4.113 Part II of this chapter describes 
the federal and national approach to 
addressing Canada’s smog problem and 
sets out the roles and responsibilities of 
the various players. Part III examines the 
federal government’s role in Canada’s 
national smog-reduction program, 

the 1990 NOx/VOC Management Plan. 
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While Environment 
Canada sees its role 
as providing national 
leadership, it has to 
work in partnership 
with other federal 
departments, other 
jurisdictions and 
industry. 


PART Il — THE NATIONAL APPROACH TO 


SMOG REDUCTION 


Addressing Smog Is a 
Shared Responsibility 


4.114 The federal government has an 
important role to play in addressing 
Canada’s smog problem, in view of its 
responsibility to protect the “public good”. 
In addition, the fact that smog crosses 
national, provincial and territorial 
boundaries clearly places the issue under 
federal jurisdiction. The federal 
government provides national leadership 
to ensure that Canada’s air quality 
supports healthy people and a healthy 
environment. 


Protecting Canada’s air requires 
collaboration among a number of 


jurisdictions and interests 


4.115 Protecting the environment is a 
complex endeavour that affects many 
aspects of Canadian life. All Canadians 
need to participate if we are to preserve 
our natural environment for future 
generations. 


4.116 In Canada, no jurisdiction has 
sole authority to regulate or control all 
aspects of environmental protection. The 
federal and provincial/territorial 
governments share responsibility for 
Canada’s environment, and each has 
certain powers to regulate actions in its 
own domain. While the federal 
government works to reduce smog 
nationally and internationally, 
complementary efforts of the provinces, 
territories and municipalities will have a 
major impact on the pace of Canada’s 
progress. 


4.117 While Environment Canada sees 
its role as providing national leadership to 
address Canada’s smog problem, it has to 
work in partnership with other federal 
departments, other jurisdictions and 


industry. Although industry and 
governments are the primary partners, the 
success of any national smog program 
requires the support and participation of 
individuals and their communities. 
Improving Canada’s air quality also 
depends on other countries’ efforts to 
reduce emissions, particularly the United 
States. 


Provinces and territories play a key role 


4.118 The provinces and territories play 
a key role in Canada’s ability to achieve 
its national goals for smog reduction. The 
Canadian Constitution empowers the 
provinces to make laws governing 
property and civil rights and gives them 
jurisdiction over much of the land and 
resources within their boundaries. They 
are responsible for most aspects of roads 
and highways, urban planning and 
transportation, fuel taxes, vehicle 
licensing and inspections of in-use vehicle 
emissions, as are the territories. Territorial 
jurisdiction in these areas is derived from 
federal enabling legislation. 


4.119 Some of the most important 
aspects of air quality management in 
Canada are at the provincial/territorial 
level. Provinces and territories establish 
air quality objectives or criteria for levels 
of smog-related pollutants in outdoor air. 
They also have laws and regulations to 
control emissions from industrial facilities 
and other sources. They do this largely 
through operating permits that they issue 
to individual facilities, stipulating 
emission limits and other environmental 
protection requirements. 


Municipalities also play a key role 


4.120 Many municipalities have 
authority to enact air quality by-laws. In 
some special cases, the provinces have 
delegated formal responsibility to 
municipalities for managing air quality 
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and issuing permits. In addition, given 
their involvement in public transit and 
land-use planning, municipal governments 
are important players in “greening” 
transportation, a key element in 
addressing the smog problem. The 
ultimate goal of “greening” transportation 
is to encourage the general public to opt 
for alternative means of transportation and 
cut daily vehicle emissions. 


Provincial, territorial, municipal and 
industry initiatives under way 


4.121 A wide range of provincial, 
territorial, regional and municipal plans 
and programs address the various 
components of smog. Many involve 
co-operative efforts with business, 
industry, non-governmental organizations 
and other stakeholders. Some industry 
sectors have studied their own emissions 
and have taken voluntary steps to reduce 
them. Community groups in urban areas 
have also begun initiatives to improve 
local air quality. 


Developing Ways of 
Working Together 


4.122 We would expect the federal 
government to act on the smog problem in 
the areas where it has legal responsibility 
and jurisdiction. However, some of the 
needed actions are under the jurisdiction 
of the provinces, territories and 
municipalities. Accordingly, agreements 
and co-ordinating mechanisms have been 
set up for federal, provincial and territorial 
co-operation in an effort to obtain 
broad-based agreement for action. 


4.123. The Canadian Council of 
Ministers of the Environment (CCME) is a 
key national co-ordinating body on 
environmental issues. It is made up of 
federal, provincial and territorial ministers 
of the environment. Ministers normally 
meet twice a year to discuss national 
priorities on which governments agree to 
work co-operatively. The CCME operates 
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by consensus; while the Council can 
propose national policies and strategies, it 
cannot impose its suggestions on its 
members. Each jurisdiction decides 
whether or not it will adopt CCME 
proposals. 


4.124 Throughout the 1980s, 
ground-level ozone gradually emerged as 
a focus of concern in Canada. At that 
time, ozone was viewed as the main 
component of smog. A historically bad 
smog season in 1988 brought the issue to a 
head. That year, the CCME decided to 
request that a national management plan 
be developed for the control of nitrogen 
oxides (NOx) and volatile organic 
compounds (VOC), the pollutants that 
form ozone. Exhibit 4.12 gives highlights 
of developments since then. 


The Federal Approach to 
Smog Reduction 


Federal roles and responsibilities 


4.125 Environment Canada says that 
Canadians are concerned about the health 
effects of air pollution and want an 
undiminished federal role in protecting the 
environment and their health. Canadians 
look to the federal government to set 
national goals that protect the 
environment, their health and their natural 
legacy. 


4.126 The Department also says there is 
a need for strong and effective federal 
government leadership in tackling clean 
air issues, and it sees itself as providing 
some aspects of that leadership. It has 
indicated that improving Canada’s air 
quality is an urgent and high-priority issue 
for the Department. 


Improving Canada’s air 
quality is an urgent, 
high-priority issue for 
Environment Canada. 


4.127 Environment Canada has taken 
the lead in co-ordinating the Canadian 
smog effort nationally and internationally. 
Although it has the primary federal 
responsibility for air quality, it shares the 
work on smog with Transport Canada, 
Health Canada, Natural Resources Canada 
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Exhibit 4.12 


Chronology of Smog Initiatives 


1990 Commitment by federal and provincial/territorial ministers of the environment to the 1990 NOx/VOC Management Plan. The 
Plan outlines the first in a three-phase national program intended to resolve the problem of ground-level ozone by 2005. The Plan 
encompasses over 60 initiatives, with the work to be shared by the federal, provincial, territorial and municipal governments. The 
federal government assumes the lead for a number of the initiatives. 


1993 The Canadian Council of Ministers of the Environment (CCME) and their energy counterparts in the Council of Energy Ministers 
(CEM) sign an agreement outlining a Comprehensive Air Quality Management Framework for Canada. Since that time, 
federal/provincial/territorial efforts on air issues have been co-ordinated through joint meetings of these two groups of ministers. 
Meetings between the CCME and the CEM are referred to as Joint Ministers Meetings (JMM). Under the 1993 Agreement, the 
energy and environment ministers also created a new co-ordinating committee known as the National Air Issues Co-ordinating 
Committee (NAICC). Comprising assistant deputy ministers from environment and energy departments, it is the main venue for 
co-operating on and co-ordinating government activities related to air issues in Canada. 


1995 The CCME endorses the recommendations of its task force on Cleaner Vehicles and Fuels to reduce pollution from automobiles 
through more stringent national fuel and emission standards. Provincial programs of vehicle inspection and maintenance are also 
endorsed. 

1997 Under the auspices of the NAICC, a working group is tasked with delivering the second phase of a national smog program to the 


JMM in 1997. However, the JMM does not address the draft plan developed by the working group because there is no consensus 
on national actions to be taken. The federal government goes ahead on its own and develops the Phase 2 Federal Smog 
Management Plan, which is not a federa!-provincial plan as originally intended. This federal document reports on federal progress 
under the 1990 Plan, highlights the latest scientific research and outlines next steps for federal departments. Some initiatives 
under the 1997 federal plan address particulate matter (PM) in addition to NOx and VOC (hence the use of the broader term 
“smog” as opposed to just NOx and VOC). 


The 1996 NOx/VOC Science Assessment is published. It draws together (for the first time in Canada) all aspects of scientific 
knowledge related to ozone and identifies gaps in that knowledge. 


Canada and the United States sign an agreement signalling their intent to develop a Joint Plan of Action for Addressing 
Transboundary Air Pollution. The intent is to eventually develop an annex to the 1991 Canada-U.S. Air Quality Agreement that 
will deal with ozone. 


1998 Signature of the Canada-Wide Accord on Environmental Harmonization by the CCME (with the exception of Quebec). A key 
element of the Accord is a sub-agreement on Canada-Wide Standards. This sub-agreement is intended to provide a framework for 
federal and provincial/territorial environment ministers to work together on key issues of environmental protection and health-risk 
reduction that require standards applicable across the country. Environment Canada and Health Canada begin to work with the 
provinces and territories to establish Canada-Wide Standards (CWS) for key air pollutants, including ozone and particulate matter. 
The federal-provincial Working Group on Air Quality Objectives and Guidelines develops assessments that provide the scientific 
basis for some of the air-related Canada-Wide Standards. 


1999 Proposed Canada-Wide Standards for Particulate Matter and Ozone are accepted in principle by the CCME, except Quebec. The 
proposed standards call for a numeric limit on concentrations of these pollutants in outdoor air and a timetable for achieving the 


limit. The targets are to be achieved through workplans developed and delivered by each jurisdiction (see Appendix A for further 
information on the CWS). 


Relevant federal departments outline the federal government’s proposed contribution toward achieving the Canada-Wide 


Standards for Particulate Matter and Ozone. When finalized, the Phase 3 Federal Smog Management Plan will constitute that 
contribution. 


2000 Canada commences negotiations with the United States on a special annex to the 1991 Canada-U.S. Air Quality Agreement that 


will address ozone. The principle objective of the annex is to reduce the transboundary flow of ozone and the pollutants that lead 
to its formation. 
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and Agriculture and Agri-Food Canada. 
Appendix F outlines some of the federal 
activities aimed at reducing smog. 


Federal powers and legislation for 
reducing smog 


4.128 Like the provinces and territories, 
the federal government has certain powers 
that it can use to address the smog 
problem. In addition to its taxation and 
spending powers, it has jurisdiction over 
international and interprovincial affairs, 
criminal law, aeronautics, navigation and 
shipping, railways, coastal waters, 
harbours and international and 
interprovincial trade and commerce. It 
exercises control over federal sources of 
smog-causing emissions and has the 
general power under the Constitution to 
make laws for the “peace, order and good 
government of Canada.” 


4.129 The key legislation that 
authorizes the federal government to take 
action on smog is the Canadian 
Environmental Protection Act (CEPA), 
administered by Environment Canada 
(jointly with Health Canada in some 
instances). The CEPA gives the federal 
Minister of the Environment the authority 
to conduct research, collect data and 
establish national objectives, guidelines 
and codes of practice to protect the 
environment. It also authorizes the federal 
government to regulate the content and 
physical properties of fuels as well as air 
pollution from federal operations and 
federal lands. 


4.130 The legislation also provides 
general authority for the government to 
control the release and production of 
polluting substances. However, that 
authority is restricted to substances that 
have first been declared toxic under the 
legislation. To date, neither ozone nor 
particulate matter has been added to the 
List of Toxic Substances under the CEPA. 
However, the federal government has 
declared toxic a select number of volatile 
organic compounds that are implicated in 
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smog. Particulate matter (PM) has been 
evaluated through an assessment under the 
CEPA, and a final declaration on its 
toxicity is expected midway through 2000. 
If PM 10 (particulate matter less than 

10 microns in diameter) is formally 
declared toxic, Environment Canada says 
it will develop an approach to control it 
and the pollutants that are involved in its 
formation, namely SO2, NOx, VOC and 
ammonia. 


4.131 Incases where air pollution 
generated in Canada causes pollution in 
another country or violates the terms of an 
international agreement, the CEPA also 
empowers the federal government to take 
steps to control the sources. 


4.132 Recent changes to the CEPA have 
expanded the federal government’s 
authority to regulate fuels and given it 
new authority to regulate emissions from 
off-road engines, such as diesel engines 
used in construction and farm machinery. 


4.133 Since 1971, Transport Canada 
has played a key role in reducing 
smog-causing emissions from new cars 
and trucks through emission standards and 
other measures established under the 
federal Motor Vehicle Safety Act. With the 
recent revisions to the CEPA, 
responsibility for limiting vehicle 
emissions has moved from Transport 
Canada to Environment Canada. 


4.134 Other federal laws that are 
relevant to the federal government’s 
management of this issue include the 
Department of the Environment Act, the 
Department of Health Act, the Energy 
Efficiency Act, the Canadian 
Environmental Assessment Act, the 
Aeronautics Act, the Canada Shipping Act 
and the Canada Transportation Act. 


Having a broad range of tools is 
important 


4.135 The federal government has 

identified the importance of using a broad 
range of tools in delivering its mandate to 
protect public health and the environment 
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The federal 
government has relied 
mainly on voluntary 
mechanisms and 
co-operation, and has 
made selective use of 
only a few regulatory 
instruments for 
reducing smog. 


from smog. It has stated its intent to 
achieve its goals through a combination of 
legislation, regulation, voluntary 
initiatives and economic instruments. In 
the 1990 NOx/VOC Management Plan, 
the CCME endorsed considering the full 
range of policy instruments. The 
Comprehensive Air Quality Management 
Framework for Canada, signed by 
federal/provincial/territorial energy and 
environment ministers in 1993, sets out 
principles of co-operation for the 
development of plans and strategies to 
deal with air quality. These include 
voluntary action, economic measures 
(including incentives) and public 
education. 


4.136 Despite the recognized need for a 
broad and comprehensive tool kit, the 
federal approach has relied for the most 
part on voluntary mechanisms and the 
co-operation of provinces, territories and 
industry, particularly for stationary or 
point sources of smog-causing pollutants 
(see paragraph 4.69 for definitions). 
Limited use has been made of economic 
instruments. Moreover, the federal 
government has made selective use of 
only a few regulatory instruments for 
reducing smog (see Exhibit 4.13). For 
example, there are no regulations to 
control smog-causing emissions from 
federal operations and federal lands. 


Voluntary initiatives — a major element 
in the 1990 Plan 


4.137 Under the 1990 NOx/VOC 
Management Plan, Environment Canada 
participated in two different types of 
voluntary “national pollution prevention” 
initiatives to reduce emissions of 
smog-causing pollutants. It co-ordinated 
the development of non-binding national 
guidelines or codes of practice to be 
adopted and implemented by others. It 
also facilitated the development of 
voluntary agreements or reduction plans 
with manufacturers’ associations and 
industry to reduce smog-causing 
emissions from their products or 


operations. The CCME sponsored the 
development of the national guidelines 
and codes of practice. 


4.138 Environmental guidelines and 
codes of practice. Environment Canada 
led the development of 17 national 
guidelines and codes of practice, with 
federal, provincial and territorial 
co-operation and the involvement of 
interested stakeholders. These instruments 
are essentially advisory (non-binding) 
documents that outline minimum 
acceptable national guidelines or 
approaches for controlling NOx and VOC 
emissions. They provide a basis for 
establishing consistent control measures 
and operating practices across Canada. In 
most cases they apply only to new sources 
of emissions, not existing sources. These 
instruments also provide a useful 
benchmark for environmental assessments 
and environmental audits. 


4.139 The initiatives take a variety of 
forms and address a number of different 
sectors and sources of smog-causing 
emissions (see Exhibit 4.14). 


4.140 Implementation by others 
required. While the national guidance 
documents have been developed under 
federal leadership, it is important to note 
that these initiatives depend on others for 
implementation, usually the 
provincial/territorial governments. Actual 
reductions in emissions are achieved only 
if these jurisdictions adopt and implement 
the codes or guidelines — for example, 
through air quality regulations or as 
binding requirements in operating permits. 
In certain situations, implementation also 
depends on the adoption of the guidelines 
and codes by the federal government for 
its Own operations or lands; and adoption 
by municipalities, specific industries, 
facility operators and equipment 
manufacturers or suppliers. 


4.141 Environment Canada periodically 
reviews the national guidelines and codes 
to ensure that they are still current. 
However, no systematic monitoring is 
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Exhibit 4.13 


Federal Regulations to Control Smog 


Administered by Environment Canada 


The Canadian Environmental Protection Act (CEPA) 
Fuel regulations 


e Diesel Fuel Regulations (effective 1999) — restrict the sulphur content of diesel fuel used for on-road vehicles (does not 
include diesel for marine, railway and off-road uses). 


¢ Fuels Information Regulations (pre-date 1978) — require fuel producers and importers to report information on the sulphur 
content and the types of additives in liquid fuels such as gasoline, diesel and heavy fuel oil. 


e Sulphur in Gasoline Regulations — (first phase of reductions required by 2002) limit the sulphur content of gasoline 
produced or imported into Canada. 


Toxic Substances 


e Benzene in Gasoline Regulations (effective 1999) — limit the benzene content in gasoline to no more than | percent by 
volume. Benzene is a volatile organic compound (VOC) considered to be toxic as defined under the CEPA. This measure was 
expected to reduce benzene emissions from all gas-powered vehicles by 15 percent. 


¢ Gasoline Dispensing Regulations (effective in 2001) — regulate the flow rate of gasoline during fill-ups at the gas pump in 
order to reduce vapour emissions of benzene. This will yield reductions in vapour emissions of other VOC in gasoline as 
well. 


Administered by Transport Canada 


Road motor vehicle emissions — regulations under the Motor Vehicle Safety Act 
e Set limits on specific pollutants in motor vehicle exhaust of new vehicles produced in or imported into Canada (amended in 
1997). 


e Impose a number of other requirements on vehicle manufacturers and importers — for example, requiring the installation of 
diagnostic systems to monitor the functioning of emission control equipment on vehicles. 


(Note: With the recent amendments to the CEPA, regulatory authority over motor vehicle emissions has been transferred to 
Environment Canada from Transport Canada. Canadian emission control standards for vehicles are now fully harmonized with 
those of the United States, meaning that Canadian and American standards are identical.) 


Marine emissions — air pollution regulations under the Canada Shipping Act 


e Prohibit heavy smoke emissions from ships within one mile of shore (1964). 


Aircraft emissions — regulations under the Aeronautics Act 


e Establish air emission standards for certain types of new aircraft engines made in or imported into Canada (designed to limit 
emissions during take-off and landing) (1991). 


Administered by Natural Resources Canada 


Energy efficiency — regulations under the Energy Efficiency Act 


e Establish national performance standards for energy-using products such as household appliances and heating and cooling 
equipment (beginning in 1995). 


Note: Many of the more recent federal regulations arose as a result of several initiatives — the 1990 NOx/VOC Management Plan, 
the 1997 Phase 2 Federal Smog Management Plan and the 1995 CCME Cleaner Vehicles and Fuels Program. 


Report of the Commissioner of the Environment and Sustainable Development — 2000 4-37 


SS 


Smog: Our Health at Risk 


ee 


Exhibit 4.14 


Environmental Guidelines and 
Codes Developed Under the 
1990 NOx/VOC Management Plan 


undertaken to determine whether the 
measures are being adopted and are 
leading to actual reductions. 


4.142 Voluntary agreements and 
reduction plans. Under the 1990 
NOx/VOC Management Plan, the federal 
government led the development of three 
initiatives to encourage manufacturers and 
industry to reduce smog-causing 
emissions. One is an agreement between 
Environment Canada and the Railway 
Association of Canada that sets a cap on 
total NOx emissions from locomotive 
engines. The other two are reduction plans 
that call on manufacturers of adhesives, 
sealants and consumer paints to 
voluntarily reduce the amount of VOC in 
their products. 


4.143 There are other examples of 
federal voluntary arrangements that 
promote smog reduction: 


e the voluntary arrangement on motor 
vehicle fuel efficiency between the federal 
government and the motor vehicle 
industry (managed jointly by Transport 
Canada and Natural Resources Canada): 


¢ government/industry pollution 
prevention agreements. While not directed 
specifically at smog, these were 


agreements to reduce emissions of toxic 
substances, some of which are volatile 
organic compounds and play a role in 
smog formation. They include agreements 
with the printing and graphics industry 
and automotive manufacturers. At present, 
only Environment Canada and the Ontario 
Ministry of the Environment are involved; 
and 


e Environment Canada’s new 
memoranda of understanding (MOUs) 
with manufacturers of “off-road” engines. 


New national initiatives needed to 
reduce smog 


4.144 Although 10 years have passed 
since the approval of the 1990 NOx/VOC 
Management Plan, the federal government 
acknowledges that it still needs to develop 
and lead further initiatives to combat 
smnog. It plans to address emissions from a 
wide variety of significant sources, 
including consumer products, paints and 
solvents, residential wood heating, 
off-road engines, steel and chemical 
manufacturing, as well as the base metals, 
pulp and paper, lumber and wood products 
industries. In addition, the federal 
government has acknowledged that fuel 
standards and vehicle standards go hand in 
hand. In some cases, vehicle technology 
used to lower vehicle emissions requires 


¢ Three CCME-endorsed national air emission guidelines recommending NOx emission targets 
for stationary sources such as boilers and heaters, stationary combustion turbines and cement 


kilns. 


¢ Twelve CCME-endorsed environmental codes of practice and guidelines that outline a series of 
recommended environmental management practices and procedures, as well as equipment and 
operating standards to reduce VOC emissions from certain activities or operations. In some 
cases, they may contain suggested targets for VOC emissions. The stationary sources include 
releases from above-ground storage tanks, dry-cleaning operations, commercial and industrial 
printing, plastics processing, auto body repair shops, gasoline distribution networks and vehicle 
refueling. One guideline addresses mobile sources of NOx and VOC: the Environmental Code 
of Practice for Light Duty Motor Vehicle Emissions Inspection and Maintenance Programs. 


e One non-binding product “standard” endorsed by the CCME for paints and other related 
products used exclusively by auto body repair shops (focusses on the VOC content of these 


products). 


e One Canadian Environmental Protection Act (CEPA) national air emissions guideline for 


electric utilities fired by fossil fuels (for NOx, PM and SO2 emissions). 


CCME: Canadian Council of Ministers of the Environment 
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low-sulphur fuels. The government 
intends to pursue new initiatives in the 
fuels sector through a comprehensive 
strategy to improve fuel quality. The 
strategy is to be worked out with 
stakeholders over the next decade. 

Clearly, much remains to be done to 
develop a comprehensive federal approach 
that will fully address the sources of 
smog-related pollutants. 


Implementation of the 1990 NOx/VOC 
Management Plan 


4.145 Because the federal government 
cannot solve Canada’s smog problem on 
its Own, it has entered into partnerships or 
collaborative arrangements with the 


eee 
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provinces and territories to address the 
problem. We audited the federal 
government’s role in implementing its key 
partnership arrangement, the 1990 
NOx/VOC Management Plan. The Plan 
was intended to fully resolve Canada’s 
ozone problems by 2005. Ten years after 
introducing the Plan, the federal 
government acknowledges that progress 
has been slower than planned and the 
target date will likely not be met. We 
examined key aspects of the federal 
government’s management of its own 
initiatives under the Plan and its broader 
role of providing national leadership. 
Part III of this chapter summarizes our 
audit findings. 


Much remains to be 
done to develop a 
comprehensive 
federal approach. 
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The 1990 NOx/VOC 
Management Plan set 


out a broad, 


three-phased national 
approach aimed at 


“fully resolving 


ground-level ozone 
problems in Canada by 


the year 2005. ” 


PART Ill — AUDIT OBSERVATIONS AND 


RECOMMENDATION 


Introduction 


4.146 The previous Minister of the 
Environment committed Environment 
Canada to improving significantly the 
quality of Canada’s environment. This 
included improving the quality of our air, 
where science says the risks to human and 
ecological health are great. Clean air has 
been designated as an urgent and 
high-priority issue for the Department. 


4.147 The federal government has 
acknowledged that national progress in 
combating smog has been slower than 
planned, and much more remains to be 
done. The most compelling reason for a 
federal role in managing smog is the 
mandate shared by Health Canada and 
Environment Canada to protect the health 
of Canadians from risks in the 
environment. The federal government sees 
its role as providing national leadership, 
co-ordination and facilitation in tackling 
Canada’s smog problem. In the federal 
government, Environment Canada has the 
lead responsibility for maintaining and 
enhancing Canada’s air quality, a 
responsibility it shares with Transport 
Canada, Health Canada, Agriculture and 
Agri-Food Canada and Natural Resources 
Canada. 


4.148 Because responsibility for 
dealing with smog is not confined to its 
own jurisdiction, the federal government 
cannot solve Canada’s smog problem on 
its own. In addition to pursuing actions 
within its own authority, Environment 
Canada has to work with other federal 
departments, other Canadian jurisdictions 
and the United States. In 1990 the federal 
government chose to enter into a 
partnership with the provinces and 
territories to reduce smog. 


The 1990 NOx/VOC Management Plan 


4.149 The Canadian Council of 
Ministers of the Environment (CCME) is 
an intergovernmental forum for discussion 
and joint action on environmental 
concerns that cross jurisdictions. Its 
members, the federal, provincial and 
territorial ministers of the environment, 
meet to discuss national priorities for the 
environment and to determine the work 
to be carried out under their auspices. 
(See paragraph 4.123 for additional 
information on the CCME.) 


4.150 Recognizing the seriousness of 
the ozone problem, the CCME decided in 
October 1988 to request the development 
of a national management plan for the 
control of nitrogen oxides (NOx) and 
volatile organic compounds (VOC), the air 
pollutants that lead to the formation of 
ozone. A federal-provincial steering 
committee reporting to the CCME 
developed the 1990 NOx/VOC 
Management Plan. 


4.151 The committee consulted widely 
with governments, industry and 
non-governmental organizations to 
prepare the 1990 Plan. The CCME 
endorsed the Plan by consensus at its 
annual meeting in November 1990. The 
federal, provincial and municipal 
governments would implement the Plan, 
with each accountable for its own 
performance. 


4.152 The 1990 Plan set out a broad 
national approach and outlined the first of 
three phases aimed at “fully resolving 
ground-level ozone problems in Canada 
by the year 2005.” According to the Plan, 
this would require that by 2005 all areas 
of Canada would consistently attain the 
national air quality objective for ozone, 
82 parts per billion (ppb). The Plan 
recognized that regional targets for 
reducing emissions, to be developed under 
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the first phase, would not be stringent about ozone and particulate matter. The 
enough to fully resolve ozone problems. results set the stage for ongoing research 
The second and third phases were to set on smog, and identified the importance of 
final targets or caps and develop controlling particulate matter as well as 
additional remedial measures (see NOx and VOC. Thus, while the 1990 Plan 
Exhibit 4.15). focussed only on controlling NOx and 
VOC, it was clear that future plans would 

4.153 Phase | of the 1990 Plan have to address the emerging problem of 
contained a “base” set of 31 specific particulate matter. 
initiatives to reduce emissions under the Future plans would 
national prevention program. There was Ambient monitoring of air pollutants 
also an salusrthe faker 27 regional : ; : : have to address the 
aan Yes Nagle tu abso 4.155 Canada’s current national air 4 
soe ae the Heating quality objectives. Since the 1970s, emerging problem of 
ec Canada has had national air qualit j 
for a with major ozone problems. The objectives that seek to saat cee eal 
ee identified nae ozone problem (or health, crops and forests by specifying 

AUT ) Leas: the lower Fraser target levels for several air pollutants. 
Valley (British Columbia), the ’ They are designed to provide a degree of 
Windsor_Quebee City Corridor COntaTie protection while considering other factors 
and Quebec) and the Southern Atlantic Sachiteouhe cccinlycconcaietnd 
Region (particularly Bay of Fundy and technological feasibility of reducing 
Saint John areas). pollution. 
4.154 There were also 24 study 4.156 In Canada, air quality objectives 
initiatives aimed at generating the are established under federal, provincial 
additional information needed to set final and territorial legislation. Federal 
caps on emissions, design additional legislation sets national air quality 
emission control programs and track objectives for levels of five common 
progress toward the interim reduction pollutants in outdoor air (ozone, total 
targets. The Canadian NOx/VOC Science suspended particulates, carbon monoxide, 
Assessment, published in 1997, provided a sulphur dioxide and nitrogen dioxide). 
major contribution to scientific knowledge —_ Each objective represents an air 

Exhibit 4.15 


Three Phases of the 1990 NOx/VOC Management Plan 


Phase 1 (1990-1994) e Establish a strong national prevention program to address new mobile and new stationary sources of 
emissions, and improve public education. 


e Set interim targets for reductions in NOx and VOC emissions for 1995 and 2005 in designated ozone 
problem areas, to be negotiated between the federal government and the jurisdictions involved. Develop 
regional remedial programs to reach those targets. 


¢ Conduct studies and investigations to provide the base for establishing final caps on NOx and VOC 
emissions in ozone problem areas for 2000 and 2005. 


Phase 2 (1994-1997) e Establish final caps on NOx and VOC emissions in designated ozone problem areas for the years 2000 
and 2005, with the 2005 targets selected to meet the 82 ppb objective for ozone. 


e Identify additional remedial measures for ozone problem areas and, if appropriate, extend or tighten 
the prevention program to achieve the 2000 and 2005 caps. 


Phase 3 (1997-2005) e Make final adjustments to the emission caps and reduction programs in the ozone problem areas. 
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management target for concentration of 
the pollutant in the air at given lengths of 
exposure. The national objectives are 
long-term goals, intended only as 
guidance for the management of air 
quality. They are not prescriptive or 
legally binding on the jurisdictions and are 
not enforceable by law, unless 
incorporated into regulated standards or 
facility permits. 


4.157 Provinces and territories can set 
objectives or legally enforceable standards 
under their own legislation that may be 
more stringent than the national 
objectives. Or they may set none at all. In 
many Cases, provincial objectives are 
based on the national objectives. But in 
other cases, provinces develop their own 
objectives based on their own assessments 
of relevant factors. 


4.158 When the 1990 NOx/VOC 
Management Plan was developed, federal 
air pollution strategies were based on the 
belief that there was a safe lower limit on 
the levels of pollutants that make up 
smog. However, new evidence has been 
unable to identify a level at which the 
main pollutants in smog — ozone and 
particulate matter — have no effect on 
human health. 


4.159 National tracking system. A 
national tracking system follows Canada’s 
progress in improving its air quality under 
the 1990 NOx/VOC Management Plan. It 
involves monitoring outdoor air quality; 
developing inventories of pollutant 
emissions — sulphur dioxide (SO>), 
nitrogen oxides (NOx), volatile organic 
compounds (VOC) and particulate matter 
(PM); mathematical modelling of 
reduction scenarios, using complex 
computer programs; and forecasting levels 
of these same pollutants. The information 
gained from tracking can be fed back into 
science, policy and program delivery. For 
example, it can be used to identify trends 
and assess whether control measures are 
having the intended results. 


4.160 Monitoring of outdoor air 
provides an important indication of the 
state of the environment in a geographic 
area. Concentrations of pollutants 
measured at monitoring sites across 
Canada can be compared with established 
air quality standards or objectives to 
indicate the general quality of the 
surrounding atmosphere. The levels of 
pollution in the air also indicate whether 
any adverse human health effects can be 
expected. 


4.161 Environment Canada and Health 
Canada have worked with the provinces 
and territories to establish new numeric 
Canada-Wide Standards for outdoor 
concentrations of key air pollutants, such 
as ozone and particulate matter. These 
new standards will replace the current 
national air quality objectives. 


Focus of the audit 


4.162 Environmental issues are 
complex, affecting many aspects of 
Canadian life. No one jurisdiction has 
authority over all environmental concerns. 
The federal and provincial/territorial 
governments each have certain powers to 
regulate matters within their own 
domains. 


4.163 Our audit focussed on the federal 
role in Canada’s national smog-reduction 
program, the 1990 NOx/VOC 
Management Plan. The Plan was 
developed as the cornerstone of the 
federal government’s response to Canada’s 
smog problem. We examined the way the 
Plan has evolved over the past 10 years. 
We audited key aspects of the federal 
government’s management of its own 
initiatives under this domestic program, as 
well as its broader role of providing 
national leadership. Our audit work was 
restricted to the federal roles and 
responsibilities — in particular, those of 
Environment Canada, the federal leader 
on air quality issues. 


4.164 Our audit concentrated on how 
the 1990 Plan was implemented. We asked 
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some fundamental questions about the 
Plan: 


e Did it provide sound strategic 
direction? 


e Were basic management principles 
applied in implementing it, including 
establishing a governing framework with 
clear accountability for specific results 
and providing transparent information to 
the public and Parliament? 


e Did the federal government do what 
it promised to do? 


e Was the Plan implemented as 
intended, and is the achievement of the 
overall goal in sight? 


4.165 We did not audit the development 
of the proposed new standards for 
particulate matter and ozone under the 
Canada-Wide Standards process. 
However, we do describe the process in 
Appendix A. 


4.166 We examined the roles and 
responsibilities for national monitoring of 
smog-causing pollutants in ambient 
(outdoor) air. Ambient air monitoring is 
viewed as the best means of tracking 
Canada’s progress under the 1990 Plan. 


4.167 Further details on our audit 
objectives, scope and approach can be 
found at the end of the chapter in the 
section About the Audit. 


Observations 


Implementation of the 1990 
NOx/VOC Management Plan 


The 1990 Plan provided sound strategic 
direction 


4.168 Planning entails several stages at 
increasing levels of detail. At the initial 
stage, it is important to outline a strategic 
direction. For example, a plan should 
initially identify the desired goals and 
objectives, describe the general approach 
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to be followed and establish timetables. It 
should also identify the risks that must be 
addressed and the governing framework 
needed. This includes outlining the roles 
and responsibilities of the parties involved 
and the actions they plan to take. 


4.169 The 1990 NOx/VOC 
Management Plan identified the nature of 
the health and environmental risks 
associated with ozone and the need to 
resolve this serious problem. It also 
identified an ultimate goal (consistent 
attainment of the national air quality 
objective for ozone — 82 ppb in all areas 
of Canada) and a general approach with a 
specific date for attaining that goal 

(by 2005). 


4.170 The Plan recognized the need for 
a governing framework that would include 
systems for monitoring, review and 
adjustment, and reporting. Phases 2 and 3 
were to provide an opportunity for major 
midcourse corrections, if necessary. The 
Plan indicated when those phases were to 
be developed. It acknowledged the 
importance of having a broad range of 
measures for the federal, provincial and 
territorial governments to use. It also 
provided a comprehensive menu of 
possible solutions, based on what was 
known about smog at the time. 


4.171 In our opinion, developing 

the 1990 Plan represented a major 
achievement by the federal, provincial and 
territorial governments. The Plan provided 
sound strategic direction and was an 
excellent first step in the process that 
would be required to fully address 
Canada’s smog problem. 


The 1990 Plan 
provided sound 
strategic direction 
and was an excellent 
first step. 


No agreement on a governing 
framework 


4.172 Once partners in a joint 
undertaking establish a strategic direction, 
it is important that they agree on a 
governing framework for implementation. 
In developing our expectations for such a 
framework, we drew on Collaborative 
Arrangements: Issues for the Federal 
Government (Auditor General’s 
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When the proposed 
federal-provincial 
agreements failed to 
materialize, the 1990 
Plan was destined 
to fail. 


Exhibit 4.16 


Key Features of a Governing 
Framework for Collaborative 
Arrangements 


April 1999 Report, Chapter 5) and 
Involving Others in Governing: 
Accountability at Risk (Auditor General’s 
November 1999 Report, Chapter 23). 
Exhibit 4.16 sets out the key features of a 
governing framework. 


4.173 We found that the partners in 
the 1990 NOx/VOC Management Plan 
agreed on the details of only a few of 
these elements. They broadly identified 
roles and responsibilities and agreed on 
some national performance expectations 
for the size of reductions in NOx and 
VOC levels and peak ozone levels to be 
achieved by 2005. However, the federal 
government did not clearly define the 
nature of its leadership role in facilitating 
development of national strategies and 
regional remedial programs. 


4.174 Ifa governing framework is to be 
effective, in our opinion, detailed 
agreements must be signed in the early 
stages of the implementation process. The 
agreements must specify who will do what 
by when, what results are expected, and 
what will be the consequences of 
non-performance by the partners. 


4.175 The CCME ministers agreed to 
negotiate federal-provincial agreements 
by November 1991. The agreements were 
to provide details of the prevention, 


remedial and study programs, as well as 
the specific responsibilities and 
commitments of each jurisdiction. The 
agreements were also to define the interim 
reduction targets. Discussions began but, 
in the end, there was no formal 
negotiation of agreements. 


4.176 In the absence of signed 
agreements, the federal and provincial 
governments never formally set out their 
prevention, remedial and study programs, 
their specific responsibilities, or their 
commitments to implement the Plan and 
the consequences of non-performance. 
Because interim reduction targets for the 
three ozone problem areas were never set 
out, there were no milestones or 
benchmarks by which to assess progress 
over time toward the ultimate goal. In our 
opinion, when the proposed 
federal-provincial agreements failed to 
materialize by November 1991, the 1990 
Plan was destined to fail. 


4.177 In the Plan, the ministers also 
agreed to establish and maintain a system 
to track all prevention and study 
initiatives and their progress. However, 
there was no agreement on the specific 
means of monitoring and reviewing all 
three phases. The federal government has 
continually acknowledged the need for 
such a system but has yet to develop one. 


A governing framework should include: 


¢ Jurisdictional commitments, with clear roles and responsibilities identified for each party to the 


arrangement. 


¢ The specific contributions each party is to make, including co-ordination with each other, and 
priorities and completion dates for individual initiatives. 


e Performance expectations — the results to be achieved. 


¢ Benchmarks (interim and final targets for concrete results) against which to assess interim 
progress in the years preceding the final target date. 


e A monitoring system for ongoing systematic tracking of achievements so that the contribution 
and performance of each partner can be assessed, as well as the performance of the partnership 


overall. 


e A system of review and adjustment, as required, to achieve the targets. 


e A contingency plan for major midcourse corrections, if required. 


¢ Mechanisms for credible and timely reporting to the public and Parliament on performance 
(activities and results), including provision of transparent information. 
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Without it, the government cannot say to 
what extent the partnerships’ activities are 
reducing smog, or whether corrective 
action will be needed to reach the goal of 
the Plan. 


4.178 The 1990 Plan also recognized 
the need for continuous public access to 
information on the status of all initiatives 
and programs, and for annual reporting to 
the CCME. However, no agreement was 
reached on responsibilities for reporting or 
exactly how the public would be kept 
informed over the life of the Plan. 


4.179 The 1990 NOx/VOC 
Management Plan recognized that the 
basic elements of a governing framework 
needed to be in place if the Plan were to 
be implemented successfully. Although 
the governments knew what had to be 
done, in the early stages of 
implementation they did not agree on the 
details of the governing framework to be 
used, and many of the key elements were 
never put in place. 


Accountability is diffused 


4.180 Accountability is the obligation 
to demonstrate and take responsibility for 
performance in light of agreed 
expectations. Clearly stated performance 
expectations are part of a governing 
framework. Despite the identified need for 
strong, regionally targeted remediation 
programs to achieve the goal, the 
provinces never agreed on the specific 
contributions they would make. The 
federal government identified the 
activities it would complete under 

the 1990 Plan but not the specific 
reductions in smog levels it expected to 
achieve as a result. 


4.181 As already noted, although the 
CCME endorsed and led the 1990 Plan, it 
cannot cause the federal government, 
provinces, territories or municipalities to 
take action. Its role is limited to 
co-ordination and facilitation. 
Governments are accountable for 
implementing the Plan, with each 
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jurisdiction deciding whether or not to 
adopt proposals that governments have 
agreed to through the CCME. 


4.182 We found that an appropriate 
accountability regime for the 1990 Plan 
was never put in place to clarify the roles, 
responsibilities and expected performance 
of each level of government. It was thus 
unclear whom the public and Parliament 
could hold to account should the Plan fail. 


Without an appropriate 
accountability regime, 
it was unclear whom 
the public and 
Parliament could hold 
to account should the 
Plan fail. 


The 1990 NOx/VOC Management Plan 
was never implemented as originally 
envisioned 


4.183 The federal government 
delivered its own initiatives. The 1990 
NOx/VOC Management Plan outlined the 
initiatives the federal government would 
undertake in areas clearly under its 
jurisdiction. The government indicated 
where it planned to take the lead, and it 
led many of the National Prevention 
Initiatives. The federal government 
delivered most of the activities it was 
responsible for under these initiatives. 


4.184 The National Prevention 
Initiatives had two parts. The federal 
government was responsible for the first 
part — to develop performance standards 
for new emission sources, measures to 
control VOC emissions from products, 
and energy conservation and efficiency 
measures. The government accomplished 
this mainly by developing national codes 
and guidelines. These are essentially 
advisory documents that outline minimum 
acceptable national guidelines or 
approaches for controlling NOx and VOC 
emissions from a variety of sources 
(discussed in Exhibit 4.14). The second 
part of the national initiatives required the 
responsible parties (the federal 
government, provinces, territories, 
municipalities or industry) to implement 
the new codes and guidelines and thereby 
actually reduce emissions. 


4.185 Public awareness is still needed. 
All Canadians have a role to play in 
solving Canada’s smog problem. People 
need to be aware of how their actions 
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The phased 
approach did not 
unfold as planned. 


Only modest national 
reductions in NOx and 
VOC could be 
expected as a result of 
the federal activities. 


contribute to smog and how they can 
make choices that cause less air pollution. 
Under the National Prevention Initiatives, 
the federal government took the lead in 
delivering four public awareness 
initiatives to influence consumer choice 
and lifestyle. In a progress report to the 
CCME in 1994 and again in the 1997 
Phase 2 Federal Smog Management Plan, 
the government stated that work was 
continuing on all four of the initiatives. 
The most recent draft of the Phase 3 
Federal Smog Management Plan also 
recognizes that more public education is 
needed because it remains vital to the 
success of smog-reduction measures. 


4.186 The federal government also 
carried out several studies and 
investigations under the 1990 NOx/VOC 
Management Plan. This included leading a 
major science assessment, published 

in 1997. 


4.187 A need for future phases. When 
the 1990 NOx/VOC Management Plan 
was initiated, the National Prevention 
Initiatives were not in themselves 
expected to significantly reduce ozone 
levels in Canada. The Plan focussed on 
establishing national prevention measures 
to protect regions with “clean” air from 
deterioration and to provide a basis for 
targeting remediation programs where 
they were needed. To develop the 
governing framework and successfully 
implement the 1990 Plan, phases 2 and 3 
had to be completed. However, the phased 
approach did not unfold as planned. 


4.188 Phase 2 was not developed as 
originally envisioned. In the early 1990s, 
it became evident that air issues were not 
a matter for the environment ministers 
alone, and could not be addressed 
effectively in isolation. Since 1993, 
federal and provincial/territorial ministries 
of the environment and of energy have 
co-ordinated their work on air issues, 
primarily through joint meetings of the 
CCME and the Council of Energy 
Ministers. These meetings are referred to 
as Joint Ministers Meetings (JMM). 


4.189 Phase 2 was to be produced 

in 1994 as a continuation of the 1990 
Plan. It was to comprise several provincial 
plans and a federal-provincial plan. 
However, its development was delayed. A 
working group was tasked with delivering 
a national smog management plan to the 
JMM in 1997. But the JMM did not 
address the draft plan that was developed. 
The original concept for Phase 2 
ultimately fell apart and, instead, the 
working group presented a Status Report 
and Next Steps on Smog in Canada to the 
November 1997 JMM. The report outlined 
the actions the parties had taken so far but 
it failed to link the results of those actions 
to the goal of resolving ozone problems by 
2005. 


4.190 The federal government then 
developed the Phase 2 Federal Smog 
Management Plan on its own. The Phase 2 
Plan was sponsored by the departments of 
environment, natural resources and 
transport. They completed it in 

November 1997, three years behind the 
schedule envisioned in the 1990 Plan. 
Because it was not a federal-provincial 
plan, potential synergies of joint efforts 
were lost. 


4.191 The Phase 2 Federal Smog 
Management Plan built on the National 
Prevention Initiatives in the 1990 
NOx/VOC Management Plan. New 
information from research undertaken 
during Phase | led to plans for specific 
federal initiatives under Phase 2. These 
initiatives were to address not only ozone 
precursors (NOx and VOC) but also 
particulate matter, which had emerged as a 
significant part of the smog problem. 


4.192 The 1997 Phase 2 Federal Smog 
Management Plan stated that even if it 
were implemented fully, only modest 
national reductions in NOx and VOC 
could be expected as a result of the federal 
activities. The Phase 2 Plan noted that 
while federal actions would help to reduce 
smog nationally, focussed regional 
programs of remediation were still needed 
to reduce smog in areas of poor air 
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quality. The Phase 2 Plan did not show 
how the reduction targets it identified 
were directly related to achieving 
Canada’s ozone objective; and it included 
a new target date of 2010 for reducing 
emissions. 


4.193 Phase 3 is still being developed. 
The 1990 NOx/VOC Management Plan 
called for a third and final phase in 1997 
to ensure that the national goal would be 
achieved. The original three-phase process 
of the 1990 Plan has evolved since then. 
The development of the Canada-Wide 
Accord on Environmental Harmonization 
and its Canada-Wide Environmental 
Standards Sub-Agreement in 1998 led to 
proposed new Canada-Wide Standards for 
Particulate Matter and Ozone (see 
Appendix A). The federal government 
plans in 2000 to produce a third phase of 
the 1990 Plan, to set out its contribution 
toward achieving the Canada-Wide 
Standards. 


4.194 Provincial plans did not unfold 
as envisioned. As already discussed, there 
are no federal-provincial agreements for 
implementing the 1990 Plan. Two of the 
provinces did publish provincial smog 
management plans (British Columbia/ 
Greater Vancouver Regional District 

in 1994 and Ontario in 1998). As our audit 
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responsibilities are limited to the federal 
government, we did not examine the 
results of the two provincial plans. 
However, we found that they have 
different goals and it is difficult to identify 
how their proposed reductions are linked 
to achievement of the original goal 

for 2005. 


Transparent information is essential 


4.195 A governing framework for a 
partnership arrangement needs to have 
mechanisms for credible and timely 
reporting on performance, including 
reporting as each key phase or milestone 
is reached. This includes providing 
information on activities and results. A 
national program like smog should 
provide for keeping the respective 
legislative bodies and the public informed. 
Parliament ought to be provided with 
transparent information to scrutinize 
federal smog-reduction efforts and to hold 
the federal government accountable. 


4.196 Each partner has a responsibility 
to provide information to its partners and 
its own legislature. The public is an 
important stakeholder in national smog 
programs. It needs to be actively involved 
if this problem is to be solved (see 
Exhibit 4.17). It is the public who will 
hold their governments to account for 


attitudes, lifestyles and behaviour. 


resolving the smog problem. 


whole. 


that its action has made a difference. 


Addressing the smog problem requires an informed public 


e With information, people are better able to make choices that protect their health and reduce 
their contribution to smog. They are better equipped to take responsibility for their use of energy 
and transportation. Information also helps them adjust to changes that may be required in their 


¢ An informed public provides a more solid foundation for public debate. Information helps the 
public better understand and support decisions, policies and actions of governments. Transparent 
information would help the public to participate actively with governments in managing and 


e Information helps build a national political consensus on national values and the need for action. 


e An informed public is the only means of holding jurisdictions jointly accountable, because 
individual partners cannot be held accountable for the success or failure of the partnership as a 


e The federal government needs to win public confidence in its handling of the serious smog 
problem. It needs to be seen by the public as having taken credible action on smog and to show 


Exhibit 4.17 


Importance of an Informed Public 
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Both the public and 
Parliament ought to be 
provided with 
transparent 
information. 


Canada’s progress in combating smog, and 
to do this it needs information. An 
objective assessment of progress, based on 
good information, enables the public to 
compare their governments’ stated 
intentions or goals with what they have 
actually done. 


4.197 To play its role, the public needs 
ready access to reliable, objective, 
comprehensive, timely and meaningful 
information. This would include 
information on the nature of the smog 
problem, how the federal government uses 
partnerships to deliver its mandate, and 
strategic plans that include the roles and 
responsibilities of the partners, their goals, 
and the contribution expected of each. The 
information would describe the activities 
of the federal government and its partners 
in combating smog and the results they 
have achieved. It would also include 
projected trends, deviations from plans 
and progress measured against established 
benchmarks. 


4.198 The federal government has a 
responsibility to ensure that all Canadians, 
including Parliament, are informed about 
all aspects of the smog problem. We 
examined its communication to 
Parliament and the public on the 
implementation of the 1990 NOx/VOC 
Management Plan over the last 10 years to 
see whether it has given them transparent 
information. 


Poor reporting of results to the public 
and Parliament 


4.199 To protect the public interest and 
enable the public and Parliament to 
scrutinize smog-reduction efforts, the 
partners need to agree on a monitoring 
and reporting regime that specifies who is 
to provide what information to whom, and 
when. An appropriate reporting regime 
would also help the provinces and 
territories fulfil their own reporting 
requirements to their own legislatures. 
When the federal government chooses to 
deliver its mandate through partnerships, 


in our opinion it has a responsibility to 
ensure the implementation of an 
appropriate reporting regime. 


4.200 Progress reports anticipated 
but not delivered. The reporting system 
for the 1990 NOx/VOC Management Plan 
was to include continuous public access to 
information on the status of all the Plan’s 
initiatives and programs. The Plan 
identified the need for a brief progress 
report to the CCME in October of each 
year. That report was to indicate any 
problem areas and recommend corrective 
actions. However, we found that only 

two progress reports had ever been 
submitted to the ministers — one in 
October 1994 and one in November 1997. 
Neither is readily available. The 1997 
Phase 2 Federal Smog Management Plan 
contained some information on progress 
but only in the form of listed activities. 
The draft Phase 3 Federal Smog 
Management Plan provides an update on 
some activities of the previous phases. 
Both plans are available on Environment 
Canada’s “Green Lane” on the Internet. 


4.201 The “Green Lane” also has a 
number of sites dealing with various 
aspects of the smog problem. These sites 
provide information on the seriousness 
and complexity of the problem. They refer 
to the 1990 Plan and various activities 
under way to combat smog. 


4.202 Departmental performance 
reports and reports on plans and priorities 
submitted each year to Parliament are 
other potential sources of performance 
information. Our review of Environment 
Canada’s documents for the last nine years 
found that they provide very little useful 
information about progress toward the 
original goal of the 1990 Plan, or on 
reductions the federal government has 
achieved under the Plan. 


4.203 The documents provide only 
general information on objectives, and 
they report on activities performed such as 
studies undertaken and the science 
assessment that was published. They 
report the codes and guidelines that were 
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developed rather than the results they 
achieved in reducing smog levels. 


4.204 The documents provide 
insufficient information about progress. 
Documents from 1992-93 to 1995-96 
reported the 2005 goal but gave no 
indication of how much further Canada 
needed to go to meet it. Reports 

after 1995-96 do not refer to the original 
goal. Further, while the delays in 
developing the federal-provincial 
agreements were reported in 1993-1994, 
later reports make no mention of the 
agreements. 


4.205 Many of the initiatives under 
the 1990 Plan involved developing 
national codes of practice and guidelines. 
We found that once the CCME had 
published the codes and guidelines, the 
federal government reported (in its 1997 
Phase 2 Plan) that the initiatives had been 
completed (see Exhibit 4.18 for 
examples). 


4.206 Developing and agreeing ona 
national code of practice are just the first 
steps. The codes and guidelines have to be 
adopted and followed if NOx and VOC 
emissions are to be reduced. We found 
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that Environment Canada relies on others 
to implement the codes and guidelines. 


4.207 Although various documents 
have reported progress in developing 
codes and guidelines, there is no formal 
mechanism in place to determine whether 
the guidelines are followed and reductions 
achieved. Despite having reported that 
initiatives were completed, the federal 
government has no assurance that the : 
have actually reduced smog in mies Reporting on the 
The federal government needs to make a 1990 Plan has been 
more credible case for the contribution 

these codes and guidelines have made to fragmented and 
addressing the smog problem. difficult to find. 


4.208 In summary, we found that the 
various sources of information provide 
little information on actual reductions in 
NOx and VOC achieved by the initiatives, 
or on progress toward the overall goal. 
The federal government has not fully 
outlined the problems it faces in 
combating smog. For example, it never 
informed the public and Parliament that 
the 1990 NOx/VOC Management Plan 
was “off the rails”, that the partnership 
and its three-phased approach to dealing 
with the smog problem were not working 
as envisioned and that the goal was in 
jeopardy. Moreover, reporting on the 1990 


Purpose Results/Progress Exhibit 4.18 
Limit NOx emission from combustion National Emission Guidelines for Stationary Examples of Phase 1 Initiatives 
turbines Turbines was published by CCME in Identified as Completed in the 

December 1992. 1997 Phase 2 Plan 


Reduce tailpipe and evaporative emissions 
resulting from tampering of vehicle emission 
control system or poor vehicle maintenance 


Environmental Code of Practice for Light 
Duty Motor Vehicle Emissions Inspection and 
Maintenance Programs was published by 
CCME in October 1994. 


Reduce VOC emissions from new and 
existing VOC storage tanks 


Environmental Guidelines for Controlling 
Emissions of Volatile Organic Compounds 
from Aboveground Storage Tanks was 
published by CCME in June 1995. 


Reduce VOC emissions from organic 
chemical plants 


September 1993. 


Environmental Guideline for the Control of 
Volatile Organic Compounds Process 
Emissions from New Organic Chemical 
Operations was published by CCME in 
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The National Air 
Pollution Surveillance 
(NAPS) network, 
operated by federal, 
provincial, territorial 
and municipal 
agencies, monitors the 
pollutants in smog. 


Plan has been fragmented and difficult for 
the public to find. In fact, it would be very 
difficult for the public and Parliament to 
assess Canada’s actual progress in 
addressing the smog problem. 


Co-ordination of Air Pollutant 
Monitoring 


National Air Pollution Surveillance 
(NAPS) network 


4.209 Because smog crosses provincial, 
territorial and national boundaries, 
monitoring the pollutants in smog is a 
federal, provincial and territorial concern. 
Currently, Environment Canada 
participates in seven major programs that 
involve monitoring air pollutants. The 
largest monitoring network and the one 
most relevant to smog is the National Air 
Pollution Surveillance (NAPS) network. 
Provincial/territorial and municipal 
agencies operate and maintain most of this 
network. They gather and validate most of 
the monitoring data as an integral part of 
their own activities to control air 
pollution. 


4.210 Environment Canada provides 
national co-ordination of these monitoring 
activities. It processes, validates, compiles 
and annually publishes national data 
gathered in monitoring. It maintains a 
national database with archived data 
dating back to 1974. It also develops 
criteria for deciding where to locate 
monitoring equipment. It runs national 
quality assurance programs, promotes 
standards for equipment and methods of 
measuring, and operates two sampling 
stations in the National Capital Region. 
The NAPS network supports both the 
needs of the provinces and territories and 
the national NAPS program. Environment 
Canada provides the major portion of the 
instruments used in the national NAPS 
program for monitoring, sampling and 
calibration, as well as some technical 
assistance to operate the network. The 
provinces and territories provide 


instruments that support their needs and 
those of the national NAPS program. 


4.211 The NAPS network was 
established in 1969 as a joint program of 
the federal and provincial governments. 
Given the concern about human exposure 
to air pollutants, they saw the need for a 
network that would provide information to 
a national database on air quality in the 
major urban centres. 


4.212 Provinces were contemplating 
building up their own networks for control 
purposes. The parties agreed to enter 
measurements from selected 
representative stations operated by the 
provinces into a national information 
database. It was expected that the 
provinces would operate and maintain the 
monitoring stations as an integral part of 
their pollution control activities, and the 
federal government would be the logical 
leader to design and co-ordinate this 
national network. 


4.213 The initial priority for the NAPS 
program was to monitor pollutants for 
which there were national air quality 
objectives. Accordingly, Environment 
Canada has reported on sulphur dioxide, 
carbon monoxide, nitrogen dioxide, ozone 
and total suspended particulates. These 
components of smog are measured at over 
152 stations in 55 cities of the 

10 provinces and two territories. 


4.214 Recent years have seen a number 
of additional monitoring activities under 
the NAPS program. For example, in 1984 
the NAPS network began to monitor 
particulate matter. Since 1989, 40 sites 
have also monitored some volatile organic 
compounds (VOC). In addition, non-urban 
sites have been set up to monitor ozone, 
supplementing NAPS stations in cities. 


4.215 The NAPS program obtains 
hourly data on ozone and NOx. Validated 
data are later transferred into the federal 
database. Information on VOC is collected 
over a 24-hour period and can be obtained 
as often as resources permit. VOC 
information must be collected manually 
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and analyzed, and then the data are 
entered into the database. Information on 
particulate matter is collected manually 
and on a continuous basis. 


4.216 Data from the NAPS network 
also support a number of other major 
national efforts, such as the national acid 
rain initiatives. The NAPS network 
recognizes that pollutants other than those 
currently measured are a concern now, and 
may be in the future. In addition, the new 
Canada-Wide Standards for Particulate 
Matter and Ozone will have a significant 
influence on the future direction of 
monitoring outdoor air. 


Lack of formal agreement on roles and 
responsibilities 


4.217 Given the importance of the 
network, we expected that all interested 
parties would have a written agreement 
detailing how they would operate, 
maintain and enhance it. The division of 
responsibilities among the federal, 
provincial, territorial and municipal 
agencies has evolved over the life of the 
NAPS network. Responsibilities were 
assigned on a generally informal, ad hoc 
basis following discussions at regular 
meetings of a federal/provincial/territorial 
advisory committee on air quality. 
Working arrangements arrived at over the 
years through discussion have become the 
basis for the network’s current operations. 


4.218 In our opinion, these informal 
arrangements have left the network 
vulnerable to diminishing or unfulfilled 
commitments by the participating 
agencies. There have already been delays 
in gathering data, and gaps in the data that 
have been reported. The lack of formal 
arrangements means that the federal 
government has no way to be assured of a 
continuous flow of current and complete 
data on national air quality. 


4.219 = The federal, provincial and 
territorial governments recognize this 
vulnerability. We found that the NAPS 
program managers recently began to 
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document the NAPS mission statement, 
fundamental principles, major activities 
and the roles of Environment Canada and 
provincial, territorial and municipal 
governments. 


Lack of national direction 


4.220 Our review found various 
documents stating that the federal 
government was to provide leadership in 
developing criteria and goals for air 
quality. It would also provide 
co-ordination to ensure that provinces 
collected the same kinds of data. It would 
assemble and distribute scientific and 
technical information. Although the 
parties generally agreed on the federal 
role, this agreement was never formally 
documented. 


4.221 We expected that in its leadership 


role the federal government would provide 
direction on developing the network, 
identifying current and projected needs 
(both regional and national) and 


Information on air 
pollutants is gathered 
by the ambient 
monitoring network 
(see paragraph 4.215). 


Source: Ontario Ministry 
of the Environment 
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The NAPS network is 
under considerable 
strain, including 
aging instruments. 


Without financial 
commitment, national 
direction and formal 
national agreement on 
what is needed, the 
network may not be 
enhanced or 

properly maintained. 


co-ordinating national resource plans to 
ensure that these needs could be met. The 
federal government has provided some 
strategic direction in fulfilling national 
monitoring requirements by establishing 
programs such as the particulate matter 
and VOC sampling programs. However, 
our review found no documented and 
agreed-upon national vision or direction 
for the NAPS network or priorities for 
maintaining and enhancing it. 


4.222 Although various documents 
partly identify the national needs and 
priorities for monitoring outdoor air, no 
single document formally defines them. 
Over the last few years, federal/provincial/ 
territorial committees have published 
studies indicating the pollutants that 
should be monitored and the kind of 
network needed to support this 
monitoring. For example, the Canadian 
NOx/VOC Science Assessment 

(a federal-provincial project) published 

in 1997 recommended that the responsible 
agencies maintain and enhance the 
national monitoring network. It also 
identified priorities for action and 
suggested what a national network 
needed. However, there has been no 
national approval or adoption of the study 
recommendations. 


4.223 The documents Environment 
Canada provided to us indicate that 
federal officials have identified significant 
weaknesses in the present national 
monitoring system. NAPS program 
officials have developed plans that include 
capital replacement and human resource 
requirements. They have identified the 
funds required for future needs. For 
example, Environment Canada has 
identified the additional monitoring that it 
believes will be needed to support the new 
Canada-Wide Standards for Particulate 
Matter and Ozone. 


4.224 Federal NAPS managers have 
indicated to us, the Department and the 
other participating agencies that the 
national monitoring network is under 


considerable strain. They report that 
nationally, NAPS instruments are aging 
and most are well beyond the industry 
standard lifetime of eight years. They also 
report that it is difficult to obtain the 
necessary funding and that program staff 
are stretched to the limit and have 
problems handling the existing workload. 


4.225 There is no formal federal 
commitment to future funding to keep the 
network operating and to avoid “rust-out”. 
For example, when the NAPS network 
operations required significant additional 
funding in 1999, NAPS managers had to 
find the funds from federal sources outside 
the NAPS program. The federal 
government indicates that it will need to 
provide funding of more than $4.2 million 
in the first year to enhance the network 
and provide the monitoring capability it 
believes is needed to support the new 
Canada-Wide Standards. At the writing of 
this chapter, this amount had not been 
formally approved. 


4.226 We were informed that when the 
NAPS network was established, the 
federal government shared the costs of the 
network 50-50 with the other participants. 
The federal government provided the 
monitoring instruments and the provinces 
arranged for their operation. Departmental 
documents indicate that today the other 
participants are bearing the major portion 
of the costs of the network. 


4.227 A national monitoring system is 
essential to provide a national picture of 
air pollution. Without financial 
commitment, national direction and 
formal national agreement on what is 
needed, the network may not be enhanced 
or properly maintained. This could limit 
the federal government’s ability to fulfil 
its national monitoring role. A weakening 
of the national monitoring system could 
mean that the network would be unable to 
deal with future demands. In our opinion, 
the requirements of the national 
monitoring network need to be addressed 
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as part of the Canada-Wide Standards 
process. 


Proposed Canada-Wide 
Standards for Particulate Matter 
and Ozone 


4.228 The 2005 target for clean air 
will likely not be met. The original goal 
of the 1990 NOx/VOC Management Plan 
was to consistently attain the national air 
quality objective for ozone of 82 ppb, 
(1-hour averaging time) in all areas of 
Canada by 2005. Since the Plan’s 
introduction, the ozone objective has been 
regularly exceeded in most of Canada’s 
populated areas. Moreover, new scientific 
evidence has been unable to identify a 
level at which ozone or particulate matter 
has no effect on human health. The federal 
government acknowledges that the 
original ozone target date will likely not 
be met. 


4.229. The Canada-Wide Standard 
proposed for ozone would extend the 
timeframe for achieving the goal. 
Canada has not had national objectives for 
particulate matter. The proposed 
Canada-Wide Standard for PM 2.5 is 

30 micrograms per cubic metre (24-hour 
averaging time) by 2010. The proposed 
Standard for ozone is 65 ppb (8-hour 
averaging time) by 2015. In 

November 1999, the CCME ministers 
(with the exception of Quebec) accepted 
these proposed standards in principle. At 
their June 2000 meeting they will either 
endorse them or consider other options for 
the Canada-Wide Standards for Particulate 
Matter and Ozone, including alternative 
timeframes. 


4.230 The proposed Canada-Wide 
Standards recognize that the new air 
quality targets for ozone and particulate 
matter cannot protect health fully. The 
federal government is recommending an 
incremental approach, with the aim of 
continuously improving regional air 
quality by revisiting national standards 
and programs over time. 
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4.231 We found similarities in the 
approaches of the 1990 NOx/VOC 
Management Plan and the new process for 
setting and achieving Canada-Wide 
Standards. Like the 1990 Plan, the 
Canada-Wide Standards will rely on each 
jurisdiction’s commitment to develop and 
implement its plan for meeting the 
proposed standards by a specified date. 
Like the 1990 Plan, Canada-Wide 
Standards include a requirement for public 
reporting. It is intended that the 
Canada-Wide Standards for Particulate 
Matter and Ozone will be signed by each 
environment minister, unlike the 1990 
Plan, which the CCME endorsed as a 
body. 


4.232 It remains to be seen whether the 
new Canada-Wide Standards process will 
prove more effective at obtaining 
co-operation among the various levels of 
government and achieving results. 
Whether the new process will provide for 
clear accountability for results and 
transparent information to the public and 
Parliament also remains to be seen. 


Conclusion and 
Recommendation 


4.233 Developing the 1990 NOx/VOC 
Management Plan represented a major 
achievement by the federal, provincial and 
territorial governments and provided 
sound strategic direction. We found that 
the federal government did most of what it 
had promised to do under Phase | of 

the 1990 Plan; however, more needs to be 
done to heighten public awareness. Even 
though the federal government expected 
that its contribution to reducing emissions 
would be modest, the 1990 Plan 
represented good intentions and the 
aspects that were completed should make 
a contribution to Canada’s air quality. But 
the Plan was never implemented as 
originally envisioned, and this has created 
an “implementation gap” between 
strategic planning and the efforts required 
of the partners to achieve the goal. 
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It remains to be seen 
whether the new 
Canada-Wide 
Standards process will 
prove more effective at 
obtaining co-operation 
among the various 
levels of government 
and at achieving 
results. 


The Plan was never 
implemented as 
originally envisioned, 
creating an 
“implementation gap”. 
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It is clear that after 
10 years of effort, the 
partnership model 
used to implement 
the 1990 Plan 

is ineffective. 


Canada’s smog problem is far from being 
resolved. 


4.234 When the federal government 
enters into a partnership to fulfil its 
responsibilities in an area of shared 
jurisdiction, it needs to ensure that the 
basics of good management are applied. 
However, many of the key elements of 
good management were never put in place 
in implementing the 1990 Plan. 


4.235 We believe that Environment 
Canada, as the national leader, is 
responsible for reporting on not only the 
federal contribution but also national 
commitments and the progress of the 
partnership. However, we found that 
Canadians have not been given a clear 
picture of what the federal, provincial and 
territorial governments are doing about 
the smog problem. It is not apparent who 
is to do what and by when. Nor is it clear 
how much progress they have made so far. 
This means that the public and Parliament 
cannot determine whether Canada is 
moving forward at a reasonable pace to 
deal with what the federal government has 
described for the last 10 years as a serious 
threat to public health and the 
environment. 


4.236 In our opinion, for the public to 
be involved in solving the smog problem 
and Parliament to be able to scrutinize 
federal action, they need transparent 
information. Periodic public reporting 
should provide information on the 
seriousness of the problem and what is 
being done about it. However, 
Environment Canada is not providing 
transparent information about progress. 


4.237 Canada is continuing to address 
the stubborn ozone problem and the new 
problem of particulate matter through the 
Canada-Wide Standards process. This 
process is to include the commitments that 
jurisdictions will make to specific action 
against smog. As part of these 
commitments and to help assess future 
progress, Canada will need to clarify the 
direction of its national ambient 


monitoring network, identify national 
needs and document the roles and 
responsibilities for maintaining and 
enhancing the network. 


4.238 Given its responsibility to protect 
public health from environmental risks, 
the federal government has a major role in 
co-ordinating and facilitating integrated 
national strategies, plans and actions to 
address the smog problem. This includes 
choosing federal/provincial/territorial 
models of collaboration that will achieve 
the desired results. It is clear that after 

10 years of effort, the partnership model 
used to implement the 1990 NOx/VOC 
Management Plan is ineffective. 


4.239 Environment Canada should 
learn from its experiences in 
implementing the 1990 NOx/VOC 
Management Plan and apply the lessons 
learned to the next major national 
strategy for addressing both the chronic 
ozone problem and the new and serious 
issue of particulate matter. It should 
consider incorporating the following 
key elements of good management: 


¢ written agreements prepared in the 
early stages of the implementation 
process that specify each jurisdiction’s 
roles and responsibilities (who will do 
what and by when); 


¢ co-ordinated, detailed plans for 
action by each jurisdiction; 


¢ clear and concrete statements of 
expected results and timetables for both 
the short and the long terms, including 
interim targets and milestones; 


¢ asystem for monitoring results, to 
assess progress regularly; 


¢ provision for adjustments and 
midcourse corrections as required; and 


¢ provision to the public and 
Parliament of meaningful, 
comprehensive, timely and transparent 
information on commitments and 
results. 


Department’s response: Environment 
Canada agrees with the Commissioner 
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that smog is an important public health 
concern that requires further concerted 
action and sustained investment in order 
to address this problem. The Department 
is committed to working with other levels 
of government and with other government 
departments in continuing to make 
progress. To that end, Environment 
Canada will continue to incorporate into 
future strategies for addressing ozone and 
particulate matter lessons learned from 
working together with its provincial and 
territorial partners. 


The Canada-Wide Standards for 
Particulate Matter and Ozone, which have 
been approved in principle by federal, 
provincial and territorial ministers of the 
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environment, include sound management 
principles that are consistent with the 
recommendations of the Commissioner. 
Environment Canada agrees that it is 
important these principles be incorporated 
into future management arrangements. 


The Commissioner also emphasized the 
importance of clear reporting to 
Parliament and the public on progress. 
Environment Canada is continuing to 
enhance its capacity for results-based 
reporting using a suite of performance 
indicators and clear targets, and is 
committed to providing meaningful and 
timely information on performance 
expectations and results. 
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% About the Audit 


Objectives 


Our audit examined key aspects of the federal government’s management of its own initiatives under the 1990 
NOx/VOC Management Plan, as well as its broader role of providing national leadership. Our audit work was 
restricted to the federal roles and responsibilities — in particular, those of Environment Canada, the federal 
leader on air quality. Our audit set out to identify lessons that could be learned and applied in future efforts to 
implement a domestic smog program. 


Scope 


The “basket” of pollutants that make up smog includes ground-level ozone, particulate matter, nitrogen oxides 
(NOx), volatile organic compounds (VOC), sulphur dioxide (SO) and carbon monoxide (CO). For the 
purpose of this audit, we defined smog as a collection of these air pollutants, commonly found in ambient 
(outdoor) air. While we recognize that smog is defined in various ways, we viewed it in the same way as the 
federal government by focussing on its main constituents, ground-level ozone and particulate matter. 


We did not cover other categories of air pollutants such as hazardous ait pollutants (air toxics) or 
ozone-depleting substances and greenhouse gases that directly affect the atmosphere. Our Office has already 
reported on these subjects (Ozone Layer Protection, Auditor General’s December 1997 Report, Chapter 27; 
Responding to Climate Change, 1998 Report of the Commissioner of the Environment and Sustainable 
Development, Chapter 3; and Managing Toxic Substances, Commissioner’s 1999 Report, Chapters 3 and 4). 


Because we focussed on the pollutants commonly found in outdoor air, indoor air quality was outside the 
scope of our audit. However, given the amount of time that Canadians spend indoors, this emerging issue will 
be considered as a subject for future audit work. 


Our audit responsibilities are restricted to the federal government and so we did not audit the performance of 
the provinces or territories. 


We did not audit Canada’s compliance with its various international commitments related to smog, although a 
descriptive summary of the commitments is provided in Appendix E. 


Approach 


The audit approach consisted of a review of documentation and interviews with a wide range of stakeholders 
and federal department officials. 
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Audit Team 


Principal: Ellen Shillabeer 
Director: Mark Berman 


Gary Barber 
Janet Blakely 
Chris Calhoun 
Ian Campbell 
John Cathcart 
Lise Demers 
Adrienne Scott 


For information, please contact Ellen Shillabeer. 
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Appendix A 


Canada-Wide Standards Process 


The Harmonization Accord 


The process used to determine national air quality management goals in Canada has been in a state of transition since 
January 1998, when federal, provincial and territorial environment ministers (with the exception of Quebec) signed the 
Canada-Wide Accord on Environmental Harmonization and its Canada-Wide Environmental Standards 
Sub-Agreement. The Sub-Agreement is intended to encourage governments to work together on issues like air quality, 
which require standards that apply across the country. 


Canada-Wide Standards 


The Accord provides for sub-agreements to be developed in areas of environmental management that would benefit 
from Canada-wide co-ordinated action. Currently three sub-agreements have been developed, including the 
Canada-Wide Environmental Standards Sub-Agreement. Canada-Wide Standards (CWS) focus on ambient (outdoor) 
air, and can include qualitative or quantitative standards, guidelines, objectives or criteria for protecting the 
environment and reducing risk to human health. The CWS sub-agreement was developed with the intention that by 
participating in the process, all governments will be committed to achieving the standards. 


Environment Canada and Health Canada worked with the provinces and territories to establish the proposed CWS for 
key air pollutants, including ozone and particulate matter. Environment Canada, on behalf of the federal government, 
led or championed the development of the new standards for particulate matter and ozone, under the general direction 
of the Canadian Council of Ministers of the Environment (CCME). Environment Canada also chaired a committee of 
federal, provincial and territorial environment and health representatives to oversee the development of these 
standards. In addition to developing the science required to set new standards, Environment Canada’s role was to lead 
the committee in developing options and analyzing the costs of implementing them, as well as analyzing social 
aspects, economic impacts and technological feasibility. 


The new ozone and particulate matter standards are intended as a political commitment to action by individual 
governments. By signing the standards, ministers commit to attain them in the established timeline and to report to the 
public on progress toward them. Such a commitment is needed for Canada to achieve its comprehensive air quality 
management goals. Jurisdictions are to formally agree to meet the new standards through autonomous but 
complementary action. Implementation plans are to be prepared within the next few years. As an initial federal 
response to the new standards for ozone and particulate matter, the federal government intends to submit a Phase 3 
Federal Smog Management Plan. 


The federal/provincial/territorial co-ordinating mechanism to impiement the new Canada-Wide Standards for 
Particulate Matter and Ozone is still being developed. The specific roles of key federal, provincial and territorial 
departments and ministries, such as transportation, energy, health, agriculture and industry, have not been clarified. 
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Appendix B 


Successes in Air Pollution Abatement 


Air Issues Result 
Sources of visible air These sources have been significantly reduced. The extreme levels of 
pollution smoke-based pollution that could be found in large Canadian cities like 


Toronto and Montreal from the late 19th to the early 20th centuries are 
largely in the past. Soot from coal burning, sawdust and particles from steel 
making have all been reduced. 


Lead in gasoline Between 1974 and 1990, lead was slowly phased out of most gasoline in 
Canada. This resulted in major reductions in levels of lead in the 
atmosphere. By 1992, lead in the air of most Canadian cities had fallen to 
trace levels. 


Vehicle emissions In the last 30 years there have been tremendous strides in cleaning up 
vehicle exhaust emissions. Emissions of regulated pollutants from new cars 
have been reduced by up to 99 percent from the days before emission 
controls. In the same period, the fuel efficiency of new cars has doubled. 
Low-emission vehicles, with the promise of even cleaner exhaust, started 
appearing in 1998 and should be in widespread use by 2001. 


Sources of SO, Sources of sulphur dioxide (SO2) have been reduced by changes in 
industrial processes, installation of emission-reducing technology and 
switches to less harmful fuel sources. The Eastern Canada Acid Rain 
Program developed in the early 1980s and joint Canada/U.S. action have 
helped to cut Canada’s national SO? levels significantly. Emissions were 
halved from 1980 to 1997 in the seven easternmost provinces. 
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Appendix C 


Sources of Emissions, by Category 


The Transportation Category includes air transportation; heavy-duty diesel vehicles; heavy-duty gasoline trucks; 
light-duty diesel trucks and vehicles; light-duty gasoline trucks and vehicles; marine transportation; motorcycles; 
off-road use of diesel; off-road use of gasoline; rail transportation; wearing of tires and brake lining. 


The Industrial Category is a diverse source of smog-causing pollutants. The industries covered in this sector include 
abrasives manufacture; aluminum; asbestos; asphalt paving; bakeries; cement and concrete; chemicals: clay products; 
coal mining; ferrous foundries; grain; iron and steel; iron ore mining; mining and rock quarrying; non-ferrous mining 
and smelting; oil sands; other petroleum and coal products; paint and varnish manufacturing; petrochemicals; 
petroleum refining; plastics and synthetic resins fabrication; pulp and paper; upstream oil and gas, and wood. 


Non-Industrial Fuel Combustion Category includes electrical power generation (utilities); residential and 
commercial fuel combustion; and residential fuel wood combustion. 


Open Sources Category includes agriculture (animals, tilling and wind erosion); construction: dust from paved and 
unpaved roads; forest fires; landfills; mine tailings; and prescribed burning. 


Incineration Category includes industrial, commercial, municipal and wood waste incineration: crematoria; and 
incineration for utilities. 


A Miscellaneous Category includes cigarette smoking; dry cleaning: fuel marketing; general solvent use; marine 
cargo handling; meat cooking; pesticides and fertilizer application; printing; structural fires; and surface coatings. 
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Appendix D 


Geographical Presentation of Emissions 
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SULPHUR OXIDES (SOx) EMISSIONS IN CANADA ® (1995) 
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International Commitments 


Canada’s international commitments related to smog are based on two international agreements: the 1979 United 
Nations Economic Commission for Europe (UN ECE) Convention on Long-Range Transboundary Air Pollution 
(LRTAP), and the 1991 Canada-U.S. Air Quality Agreement. In addition, Canada is a partner with the U.S. in the 
International Joint Commission (IJC) and with the United States and Mexico in the North American Agreement for 
Environmental Cooperation (NAAEC). The main international commitments are described below. 


The LRTAP. This was the first international legally binding instrument to deal with problems of air pollution on a 
broad regional basis. Signed in 1979, it has created an important framework for controlling and reducing the damage 
of transboundary air pollution to human health and the environment. Since entering into force in 1983, the Convention 
has been expanded by a number of protocols largely targeted at reducing a specific pollutant. 


Canada has signed and ratified three protocols under the framework of LRTAP related to smog: (1) the 1985 Protocol 
on the Reduction of Sulphur Emissions or Their Transboundary Fluxes by at Least 30%; (ii) the 1994 Protocol on 
Further Reduction of Sulphur Emissions; and (iii) the 1988 Protocol Concerning the Control of Nitrogen Oxides or 
Their Transboundary Fluxes. Canada has also signed but has not ratified the 1991 Protocol Concerning the Control of 
Emissions of Volatile Organic Compounds or Their Transboundary Fluxes. It has stated that it is continuing to work 
toward this commitment. 


Under the auspices of the UN ECE, Canada was also involved in negotiation of a new protocol (concluded at the end 
of 1999) to abate acidification, eutrophication and ground-level ozone. 


Canada has used this multilateral convention and its related protocols as a strategic instrument to influence the agenda 
on Canada/U.S. transboundary smog and acid rain issues. 


The 1991 Canada-U.S. Air Quality Agreement. The transboundary flow of pollutants from the U.S. has a significant 
impact on air quality in parts of Canada. Environment Canada, acting on behalf of the federal government, has a 
responsibility to encourage emission reduction programs in the U.S. 


Canada and the United States signed the 1991 Canada—U.S. Air Quality Agreement that provides for the study and 
control of air pollutants that cross the international boundary. The major goal of this agreement was to reduce acid rain 
by cutting emissions of SO and NOx. As both these pollutants are also major contributors to the smog problem, urban 
air quality has benefited from the Agreement. 


In an agreement signed April 1997, Canada and the U.S. have signaled their intent to develop a Joint Plan of Action to 
more specifically address the problem of transboundary air pollution and smog. The future bilateral plan will address 
this type of pollution through joint Canada and U.S. efforts. 


The intention is to develop new annexes to the existing Canada—U.S. Air Quality Agreement which will address 
particulate matter (PM) and ozone, and to consider the possibility of a transboundary emissions trading program and 
joint regional measures. 


The Joint Plan of Action would be developed with the U.S. and in partnership with the provinces. At the time of the 
audit, negotiations on the ozone annex had started, and plans and timetables were being set up. Environment Canada 
informs us that a joint assessment of transboundary PM will be completed over the next three to five years, followed 
by a negotiated annex on PM. 


The International Joint Commission (IJC). This is a bi-national organization established by the Canada—United 
States Boundary Waters Treaty of 1909. The IJC’s mandate, in addition to considering applications for works or 
obstructions in boundary or transboundary waters that may impact the water level on the other side of the boundary, 
also includes the conduct of investigations of other transboundary issues at the request of the governments. Over the 
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years, the IJC has investigated air pollution problems at the request of the two governments. Under the 199] 
Canada-US. Air Quality Agreement, the IJC co-ordinates the public review of the reports of progress of the two 
countries in achieving the objectives of the agreement. The IJC has a permanent International Air Quality Advisory 
Board that provides advice on transboundary air quality issues. Since its establishment in 1966, the Board has 
provided a series of progress reports, and a special report in November 1998 on Transboundary Air Quality, 

to the IJC on significant transboundary air quality issues including the transport, deposition and impact of SOo, 
NOx, ozone and PM. 


The North American Agreement on Environmental Cooperation (NAAEC). The NAFTA regime 1s defined 
broadly as comprising three agreements: (a) the North American Free Trade Agreement (NAFTA), (b) the North 
American Agreement on Environmental Cooperation, and (c) the North American Agreement on Labor Cooperation, 
all having taken formal effect on 1 January 1994, covering trade, investment, environment, and labor. The Agreement 
on Environmental Cooperation sets out a framework for continental environmental co-operation, including promotion 
of a co-operative environmental agenda among Canada, the U.S. and Mexico on issues of regional importance and 
mutual concern such as air pollution. 


The Commission for Environmental Cooperation (CEC). Located in Montreal, the CEC was created under the 
NAAEC to address regional environmental concerns, help prevent potential trade and environmental conflicts and 
promote the effective enforcement of environmental law. The CEC has a mandate to address air quality issues in a 
tri-national context while at the same time co-ordinating with and enhancing ongoing bi-national activities. The goals 
established for the CEC air program are to further co-operation and co-ordination between the air quality management 
systems of the three North American countries and to provide technical and strategic tools that the three countries may 
apply in their efforts to combat air pollution and maintain healthy air. 


Recent reports by the CEC (1997) and by the IJC (1998) have highlighted the significance of the transboundary 
transport of ozone and its precursors to air quality management programs in the U.S. and Canada. 
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Federal Activities for Smog Reduction 


Environment Canada 
e co-ordinates federal environmental policies and programs, including action on smog; 


e provides support, co-ordination, facilitation and leadership for emission reduction activities and strategies that 
involve other jurisdictions, such as the 1990 NOx/VOC Management Plan; 


e administers the Canadian Environmental Protection Act (CEPA): 


e leads the development of national goals, standards, guidelines and regulations and voluntary arrangements to 
protect Canada’s air quality; 


e acts as the federal champion in the development of new Canada-Wide Standards for Particulate Matter and Ozone 
under the federal/provincial/territorial Harmonization Accord; 


¢ participates in education initiatives to increase public awareness about the causes and effects of smog; 
e conducts research on the causes and effects of air pollutants, particularly effects on the environment; 


° co-ordinates and participates in a number of other science-related activities, including air quality monitoring; 
quantifying and identifying the sources of smog-causing pollutants through the development of emission 
inventories; assessing the science of ozone and PM formation; and air quality modelling and forecasting; and 


e addresses transboundary air issues and represents Canada’s international interests by negotiating international air 
pollution agreements and instruments to decrease the cross-border transport of air pollutants (see Appendix E for 
information on Canada’s international commitments and activities related to smog). 


Health Canada 


e is responsible for protecting the health of Canadians from the effects of environmental pollution, including 
exposures to contaminants through the air; 


¢ — conducts surveillance on health problems associated with smog and other air issues; works to advance Canadians’ 
understanding of the health impacts of smog-related and other air pollutants and climate change; 


¢ works jointly with Environment Canada to assess the toxicity of substances and develop control options for those 
substances declared and listed “toxic” under CEPA; 


¢ — is involved in the science assessment of ozone and particulate matter and the development of national air quality 
objectives (and more recently, Canada-Wide Standards) for these smog-related pollutants; 


¢ through health promotion activities, positions health as a theme for public education and outreach on air pollution 
and climate change; and 


° promotes the benefits of mitigating air pollution and climate change for health and well-being (active 
transportation, physical activity). 
Transport Canada 


¢ plays a role in reducing air pollution from transportation sources under federal jurisdiction (responsibility for 
regulating emissions from new cars and trucks has been transferred to Environment Canada); 


* works to improve fuel efficiency of road vehicles jointly with Natural Resources Canada: 


* — is responsible for international transportation, the interprovincial aspects of rail, bus and truck transportation and 
most of the marine sector; 
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participates in the development of international environmental standards governing emissions from airplane 
engines and ships and their application in Canada under federal legislation; 


sees itself as a leader in developing ways to reduce the impact of transportation on the environment; and 


promotes improved air quality at airports. 


Natural Resources Canada 


is responsible for federal energy policy and natural resource utilization: 


spearheads initiatives that contribute to energy efficiency (including vehicle fuel efficiency — jointly with 
Transport Canada) and the “greening” of energy development, providing co-benefits for smog reduction; 


supports reductions of smog-causing emissions through its Efficiency and Alternative Energy Program; and 


is involved in research on the impacts of smog on forests and vegetation (through the Canadian Forest Service). 


Agriculture and Agri-Food Canada 


works with the provincial governments and industry to develop and disseminate information to farmers on 
agricultural sources of particulate matter (primarily dust from soil erosion and ammonia) and their associated 
effects, and identifies ways to reduce impacts through improved farming practices; 


monitors how ozone affects the productivity of agricultural crops; and 


conducts research to develop effective methods to reduce soil erosion and increase the efficiency of manure 
management methods, the two main sources of particulate matter produced by the agriculture sector. 


Other Federal Departments 


Industry Canada and the Department of Foreign Affairs and International Trade are other federal departments with a 
role to play in reducing smog. 
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Overview 


Main Points 


Soll Some of the most pressing challenges facing governments today cut across departmental mandates and 
political jurisdictions. To address those challenges, governments look increasingly to partnering arrangements for 
policy development and program delivery. 


362 Managing these working relationships — within governments, between governments and with other 
partners — has proved to be a particular challenge. For effective collaborative arrangements — where partners 
work together to meet common objectives — certain attributes are desirable. Credible reporting, effective 
accountability mechanisms, transparent processes and protection of the public interest are basic elements of a 
framework for those arrangements. Participants in such arrangements themselves identified five key success 
factors: clear and realistic objectives and expectations for results; shared or complementary goals; effective and 
committed individuals; clear benefits for participating organizations; and senior management interest, support and 
commitment. 


5.3 To manage their working relationships effectively, departments need to take a broader view of what 
constitutes success, giving greater weight to accountability. It is not that people involved do not know how to 
develop and maintain working relationships and what is needed for accountability. Rather, the challenge is to turn 
knowledge into action. The Privy Council Office and the Treasury Board Secretariat have important roles to play 
in ensuring that the principles and elements of a good working relationship are understood and applied by 
departments. 


Background and other observations 


5.4 In areas of shared responsibility — like protecting the environment and promoting sustainable 
development — co-operation and co-ordination are essential to meeting common policy objectives. Even when 
not essential, they are desirable — partnerships can also improve program efficiency and effectiveness. Without 
co-operation and co-ordination, relevant expertise and viewpoints may not be appropriately integrated into 
decision making. Problems may not be well defined, priorities may not be well developed and policies may not be 
implemented. 


sis) This chapter — along with the following three chapters — looks at building and sustaining effective 
working relationships to protect the environment and promote sustainable development. Chapter 6 reports on 
working arrangements within the federal government, Chapter 7 on federal-provincial relationships and Chapter 8 
on public-private partnerships. These chapters together present the results of 17 case studies of organizations 
working co-operatively to meet common objectives in areas like biotechnology, acid rain, forestry and mining. 


A joint response by the Privy Council Office and the Treasury Board Secretariat is included in this chapter. 
They agree with our recommendation and note that initiatives are under way to strengthen horizontal policy 
development and issues-management capacity. 
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Introduction 


5.6 Some of the most pressing 
challenges facing governments today cut 
across departmental mandates and 
political jurisdictions. The topics 
presented in the 1999 Speech from the 
Throne, for example — children and 
youth, the economy, health care, the 
environment, communities, Aboriginal 
peoples and Canada’s place in the world 
— illustrate why managing what has 
become known as “horizontal” 
government is a recurring theme of public 
administration. Typically, a number of 
departments are responsible for one aspect 
of an issue or another but none is 
responsible for the whole. They need to 
work together to understand the full 
dimensions of the issue and to develop and 
implement a co-ordinated response to it. 


Sil Governments are also looking 
outward for policy development and 
program delivery. Partnership 
arrangements of various forms are 
becoming more common. Provincial and 
territorial governments, business, labour, 
education and other professional groups, 
voluntary organizations and Aboriginal 
peoples are some of the many partners 
that governments work with. 


5.8 Managing these working 
relationships — within governments, 
between governments and with other 
partners — has proved to be a particular 
challenge. For example, in 1995 the Clerk 
of the Privy Council said in her Report to 
the Prime Minister on the Public Service: 


The Public Service must develop 
ways to better address horizontal, 
cross-cutting issues, including 
implementing the right system of 
incentives and accountability, which 
is one of the major challenges. 
Finding ways to effectively address 
horizontal issues is a difficult task, 
and all Western nations are trying to 
do a better job of it. To date, public 
service practice in this area has not 
lived up to the concepts of 
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interdepartmental collaboration that 
are professed, and a better job must 
be done. 


se The Auditor General has had a 
long-standing interest in accountability — 
the obligation to answer for a 
responsibility conferred — where 
responsibilities are shared (see 

Exhibit 5.1). The Auditor General 

10 years ago identified the environment as 
a prime example of the need for clearer 
accountability, given its importance and 
the fact that responsibility for protecting it 
was widely shared. 


Typically, a number of 
departments are 
responsible for one 
aspect of an issue or 
another but none is 
responsible for the 
whole. 


5.10 Based on work since then, the 
Office has identified desirable attributes of 
collaborative arrangements — where 
partners work together to meet common 
objectives (see the Appendix). Credible 
reporting, effective accountability 
mechanisms, transparent processes and 
protection of the public interest are basic 
elements of such a framework. 


Focus of our work 


Sell Our objective was to examine the 
major elements in building and sustaining 
effective working relationships to protect 
the environment and promote sustainable 
development. The results of our work are 
presented in four chapters. This chapter 
describes the sharing of responsibility for 
protecting the environment and promoting 
sustainable development, and the 
implications of that sharing. It also 
presents the conclusions and 
recommendations of the following 

three chapters. 


5.12 Chapter 6 reports on working 
arrangements within the federal 
government, Chapter 7 on 
federal/provincial/territorial relationships 
and Chapter 8 on public-private 
partnerships. These chapters together 
present 17 case studies of organizations 
co-operating to meet common objectives. 
Further details on the approach to our 
work are provided at the end of each 
chapter. 
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Exhibit 5.1 


Managing Shared 
Responsibility: A 
Long-standing Concern 


Here then is a case where government’s accountability for its overall set of programs — the total 
government effort on the environment — is more important than focussing on the individual 
performance of departments as separate units, managing their resources separately and being held 
to account separately by different House committees. Shared responsibility in government is 
difficult to deal with. What must be prevented is a diffusion of responsibility to the point where 
effective accountability is lost. 


Report of the Auditor General of Canada to the House of Commons, 1990 
Matters of Special Importance and Interest 


This means that the Department of the Environment, which has general responsibility for 
co-ordinating federal policies and programs directed at the preservation and enhancement of 
environmental quality, cannot act effectively on broad government-wide environmental issues 
except in concert with these other departments. While some memoranda of understanding exist 
between the Department of the Environment and various other departments, there is currently no 
comprehensive mechanism for a co-ordinated federal approach to environmental issues. 


Report of the Auditor General of Canada to the House of Commons, 1990 
Department of Environment (Chapter 18) 


Effective accountability is more complex in a collaborative arrangement. The federal government 
is accountable to Parliament for the use of federal funds and authorities, to its partners for keeping 
its commitments, and, with its partners, to the public for the results the arrangement produces. In 
our view, this shared accountability means that more parties are accountable and it in no way 
lessens the federal government’s accountability for its own responsibilities in the arrangement. 


Report of the Auditor General of Canada to the House of Commons, 1999 
Collaborative Arrangements: Issues for the Federal Government (Chapter 5) 


Key weaknesses in the federal government’s management of environmental and sustainable 
development issues: 


e Gaps between commitments made and concrete action taken. Canadians have been at the 
forefront of thinking about environmental and sustainable development issues, domestically 
and internationally. We have been less effective at turning those thoughts and words into action 
— in finishing what we start. In many areas, the federal government’s performance falls well 
short of its stated objectives. 


e Lack of co-ordination among departments and across jurisdictions. Some of the most 
pressing issues facing governments today cut across departmental mandates and political 
jurisdictions. Effective co-ordination is essential for meeting our sustainable development 
challenges — governments are not very good at it. 


e Inadequate review of performance and provision of information to Parliament. Good 
information is critical for good decisions: for setting priorities, designing policies and 
programs, assessing progress and reporting on accomplishments. Our current information base 
is not up to those tasks. 
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Observations and 
Recommendation 


Working Together When 
Responsibilities Are Shared 


Shared responsibility for the 
environment and sustainable 
development 


5:13 Responsibilities for protecting the 
environment and promoting sustainable 
development are widely shared within the 
federal government and with provincial 
and territorial governments. In 1990, for 
example, we found that 24 federal 
departments had responsibilities relating 
to more than 50 Acts with environmental 
implications. Each province and territory 
has general environmental protection 
legislation for the enforcement of 
regulations on air, land and water quality. 
A range of federal and provincial laws 
also deal with environmental assessment, 
waste management, conservation, energy, 
agriculture, forests and fish. 


5.14 To achieve their goals for 
sustainable development, governments 
may need to engage broad segments of 
society. Canada’s National Climate 
Change Process is an example of shared 
interests and responsibilities for 
sustainable development. In early 1998, 
the federal, provincial and territorial 
ministers of energy and environment met, 
and approved a process to involve 
governments and stakeholders in 
examining the impacts, costs and benefits 
of addressing climate change. As part of 
that process, around 450 experts from 
governments, industry, science, the 
academic community, environmental 
groups and other non-governmental 
organizations are analyzing Canada’s 
options for a climate change strategy. 

At the federal level alone, 13 departments 
and agencies are involved in the process. 
(In May 1998, we reported to Parliament 
on our audit of how the federal 
government was managing climate change 
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and identified some key concerns about 
departments’ co-ordination. We will be 
following up on that audit next year.) 


Organizations need to work together to 
meet common objectives 


5.15 In areas of shared responsibility 
— like protecting the environment and 
promoting sustainable development — 
co-operation and co-ordination are 
essential for meeting common policy 
objectives. Even when not essential, they 
may be desirable — partnerships can also 
improve program efficiency and 
effectiveness. Without co-operation and 
co-ordination, relevant expertise and 
viewpoints may not be appropriately 
integrated into decision making. Problems 
may not be well defined, priorities may 
not be well developed and policies may 
not be implemented. 


5.16 While departments and different 
levels of government often co-ordinate 
policy development, the federal 
government also delivers programs and 
services with provincial and territorial 
governments and with groups in the 
private and voluntary sectors. Partnerships 
can offer the potential for more 
innovative, cost-effective and efficient 
delivery of the programs and services 
traditionally provided by federal 
organizations. 


5.17 But partnering is not without 
risks. Among them can be arrangements 
poorly defined, commitments not met, 
insufficient attention to protecting the 
public interest, too little transparency and 
inadequate accountability. 


The challenges of working in areas 
where responsibilities are shared 


5.18 Productive working relationships 
are not easily developed or maintained. 
They require special effort by all the 
parties. In 1999, we reviewed the 
challenges of making these relationships 
work. The challenges include: 


e ensuring effective leadership to 
create a vision of where the partners want 


Co-operation and 
co-ordination are 


essential for meeting 


common policy 
objectives. 
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When organizations 
work together, the 
accountability 
relationships become 
more complex. 


the arrangement to go and to translate that 
vision into reality; 


e dealing with complex relationships 
in which each participating organization 
pursues goals related to its own interests 
as well as the common goals of the 
arrangement; 


e co-ordinating efforts among partners 
and within the federal government; and 


e building trust and confidence among 
the partners. 


Key ingredients for a successful 
working relationship 


5.19 Successful working relationships 
depend on factors that are both subjective 
and objective: 


e Subjective factors include each 
partner’s expectations about the other’s 
willingness and ability to collaborate; 
beliefs about the legitimacy and 
desirability of working together and of the 
goals to be pursued; and trust. These are 
factors of attitude; many of them are 


preconditions for entering an arrangement. 


e Objective factors include formal 
agreements, availability of resources, 
accountability relationships, and 
administrative support for the work. They 
fall more directly under the control of the 
partners, and are important in making the 
relationship work. 


5.20 To determine which factors they 
considered most important to a good 
working relationship, we asked the people 
we interviewed for our case studies to 
identify the 5 most important from a list 
of 22. The results are presented in 

Exhibit 5.2. The factors with the strongest 
consensus were: 


e clear and realistic objectives and 
expected results; 


e shared or complementary goals; 


e effective and committed individuals; 


e clear benefits for the participating 
organizations; and 


e senior management interest, support 
and commitment. 


5.21 Those factors were largely 
unrelated to the type of working 
relationship. Although not always in the 
same order, people in working 
relationships with other federal 
government departments, with other 
governments or between the public and 
private sectors chose the same five 
factors. 


Most accountability issues are not “‘top 
of mind” 


5.22 When organizations work 
together, the accountability relationships 
become more complex. They involve 
accountability among the partners; 
accountability between each partner and 
its governing body; and accountability to 
the public. 


5.23 We found, however, that many of 
the factors that are critical for an effective 
accountability regime are not “top of 
mind” when people think of building a 
successful working relationship. In earlier 
work, we identified the following 
questions as the main indicators of 
effective accountability in a partnership: 


e Are the objectives, the expected 
levels of performance and results and the 
operating conditions agreed to and clear? 


e Are the authorities, roles and 
responsibilities of each partner clear? 


e Are the expectations for each partner 
balanced with its capacities? 


e Can performance be measured and 
credibly reported to Parliament and the 
public? 

e Has adequate provision been made 


for review, program evaluation and audit? 


5.24 These questions arose as part of a 
broader analysis of a governing 
framework for new arrangements in which 
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the federal government involves external placed the other elements needed for 
partners in the planning, design and accountability — clear roles and 
achievement of federal objectives (see the responsibilities, balance between 
Appendix). expectations and capacities, provision for 


monitoring, reporting and evaluation — 


nf well down the list. 
S25 As Exhibit 5.2 indicates, those 


we interviewed cited clear objectives and 5.26 A tension between developing a 
expected results as critical to a good good working relationship and ensuring 
working relationship; these are also effective accountability. We do not 
important to accountability. But they interpret these results as implying that 


Exhibit 5.2 


Factors Critical to a Successful Working Relationship 


Clear and realistic objectives and expected results | 
Shared or complementary goals | 
Effective and committed individuals [ 
Clear benefits for the participating organizations [ 
Senior management interest, support, commitment [ 
Ensuring that the right participants are involved [ 
Trust between organizations [ 
Good personal relationships between participants [ 
Effective project management [ 
Clear roles and responsibilities |____ 
Well-developed knowledge base | 
Clear and agreed workplan [ 
Appropriate monitoring and reporting on progress 
Broad-based external consultation/involyement se 
Good match between responsibilities and capacity [ 


Public awareness or pressure [ 


Process for incorporating learning and modifying the arrangement if needed [ _ 


Clear arrangements/rules for decision making [ 


Training and guidance on how to work together 


Clear arrangements/rules for conflict resolution 


Mechanisms for jointly allocating resources 


Organizational culture supporting co-ordination [ 
0 


Percentage of respondents who chose this factor 
among their top five 


Factors critical to an effective accountability arrangement 


Source: Participants in the case studies listed in Exhibit 5.3 (shown in bold) 
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Different aspects need 
to be emphasized at 
different stages of the 


there is ultimately a trade-off between 
developing a good working relationship 
and ensuring that the arrangement is 
structured to provide for appropriate 
reporting to ministers and Parliament. 
Rather, we observed that different aspects 
need to be emphasized at different stages 
of the relationship — earlier stages may 
need greater weight on developing the 
relationship, for example. Although not all 
the elements needed for accountability 
have to be finalized before beginning to 
implement the arrangement, agreement on 


a range of working relationships and 
sustainable development issues. 

Exhibit 5.3 lists those case studies. Taken 
together, the cases confirm the importance 
of the elements we have set out for 
accountability in successful relationships. 
They also highlight other issues that are 
more specific to the type of working 
relationship being pursued. 


Working within the federal government 
(Chapter 6) 


relationship. them must ultimately be reached. Any 5.28 Departments have chosen a 
tensions between the two need to be variety of approaches to working with 
managed with the long-term success of the other departments in delivering programs, 
endeavour in mind. developing new strategies, consulting with 

stakeholders, achieving consensus on 
Case Studies: Examples of policy positions, and exchanging 
Working Together information. The approaches range from 

formal arrangements that create new 
S27, The next three chapters were entities to informal, voluntary networks 
built around 17 case studies that illustrate for exchanging information. 

Exhibit 5.3 Working Together in the Federal Government (Chapter 6) 

Working Together: e Canadian Biotechnology Strategy 

The Case Studies e First Nation Forestry Program 

e “Greening” Procurement 
e Biosafety Protocol 
e Assessment of Aquatic Effects of Effluent from Metal Mines 
e Sustainable Development Strategies 
Co-operation Between Federal, Provincial and Territorial Governments (Chapter 7) 
e Eastern Canada Acid Rain Program 
e National Forest Strategy 
e North American Waterfowl Management Plan 
e Statement of Commitment to Complete Canada’s Networks of Protected Areas 
e Greenhouse Gas Emission Reduction Trading Pilot 
Working With the Private Sector (Chapter 8) 
e The National Packaging Protocol (Canada) 
e The Great Printers Project (United States) 
e Eco-Efficiency in the Saguenay Region (Canada) 
e A Sustainable Development Management System (United Kingdom) 
e Contaminated Sites Conversion (United States) 
e Sectoral Sustainability Strategies (United Kingdom) 
5-12 Report of the Commissioner of the Environment and Sustainable Development — 2000 


5.29 In most of the case studies we 
examined, departments had chosen an 
appropriate form of arrangement for 
delivering a program or developing a 
policy. For example, the 1993 assessment 
of the aquatic effects of metal mining 
involved five federal departments and 
agencies along with provincial officials, 
mining industry representatives, 
environmental groups and Aboriginal 
organizations. Over a period of 

three years, a good planning process, a 
neutral secretariat, effective dispute 
resolution, and sufficient resources 
contributed to the development of 
recommendations that all participants 
supported. 


5.30 However, departments did not 
always spell out clearly who was to do 
what. Key problems included unclear or 
unstated objectives, poorly described 
roles, blurred accountability and weak 
mechanisms for dispute resolution. Other 
problem areas included managing the 
effects of participant turnover, ensuring 
that departments had incentives to 
collaborate, and paying attention to 
monitoring and evaluation. 


spel | In most of the case studies, the 
intended results were achieved. The chief 
exception was “greening” procurement, 
where inadequate co-ordination and a lack 
of leadership by central agencies inhibited 
progress. In some cases, the lack of 
monitoring, of evaluation plans and of 
information limited Parliament’s ability to 
understand whether the intended goals 
were or would be attained. It also 
inhibited effective learning from past 
successes and failures. 


Doz It is unrealistic to expect 
departments to track in detail each of their 
horizontal initiatives in order to learn the 
key lessons, especially when they are 
facing high turnover rates. This is an area 
where central agencies can add value and 
contribute to the more effective 
management of issues that cut across 


—————— 
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departments, including sustainable 
development. 


Working with provincial and territorial 
governments (Chapter 7) 


S38) The environment and many other 
aspects of sustainable development fall 
under shared jurisdiction. They require 
close co-operation between the federal 
and the provincial/territorial governments. 
But entering into a co-operation 
agreement is not an end in itself. The 
agreement needs to deliver results for 
Canadians, and in an efficient and 
economical manner. 


5.34 The case studies in Chapter 7 
demonstrate the importance of 
relationships where partners build and 
maintain trust between them. They show 
that leadership and commitment from all 
parties involved as well as public and 
political support are essential. Finally, 
they confirm that partners need the 
discipline to follow all the necessary steps 
during the life cycle of an agreement. 


S35 The case studies illustrate how 
the presence — or absence — of these 
different elements affects an agreement’s 
success positively or negatively. 


5.36 Before entering into an 
agreement, prospective partners need to 
be convinced that the issue is important 
and that a partnership is likely to be the 
best way to deal with it and offer clear 
benefits to the participating organizations. 
They need to recognize their respective 
jurisdictions and take into account the 
ability of their potential partners to deliver 
desired results. Finally, they need to 
consult and involve all the organizations 
whose commitment is essential to 
achieving the agreement’s objective. If the 
partners do not meet these conditions, 
they could still reach an agreement but 
likely would not accomplish the desired 
results. 


Hohl In designing the agreement, 
accountability issues between the partners 
become important. Does the agreement 


Entering into a 
co-operation 
agreement is not an 
end in itself. 
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specify clear, common or complementary 
objectives, time frames and expected 
results as well as clear roles and 
responsibilities? Are there appropriate 
provisions for co-ordinating, monitoring 
and reporting performance as well as 
evaluating and modifying the agreement, 
if necessary? Have partners set the stage 
for a flexible approach to implementation 
that will take into account differences 
among jurisdictions? 


5.38 During the implementation of 
the agreement, partners have to keep 
their commitments. Each partner needs to 
produce an early action plan that defines 
clear roles and responsibilities within its 
own organization and sets targets and time 
frames. Partners also need to integrate the 
agreement’s objectives into their policies 
and operations. Finally, partners must 
co-ordinate activities, monitor results and 
submit timely and transparent progress 
reports. 


5.39 The cases we examined also 
provide examples of a “tight-loose” 
working relationship — one that is “tight” 
(or strict) on the results that partners have 
to achieve based on intergovernmental 
agreement and “loose” (or lenient) on the 
way they achieve them in the particular 
circumstances of each jurisdiction. For 
example, in the 1985 Eastern Canada Acid 
Rain Program, ministers agreed to an 
emission limit of 2,300 kilotonnes of 
sulphur dioxide by 1994, down from 
3,812 kilotonnes in 1980. Meeting that 
target, coupled with parallel action in the 
United States, would reduce acid 
deposition to a level then viewed as 
acceptable to protect moderately sensitive 
aquatic systems. The program let 
provincial governments decide how to 
achieve the reductions; they took different 
approaches but met their objectives. 


Working with the private sector 
(Chapter 8) 


5.40 The private sector 1s also looking 
for more flexible forms of working 


relationships, and is participating more 
often in co-operative approaches to 
defining problems and developing 
solutions. The spectrum extends from 
information sharing and consultation to 
the creation of new entities to deliver a 
good or service. In our 1999 Report, for 
example, we noted that voluntary 
programs are a core element of the federal 
strategy for managing toxic substances. 


5.41 The cases we examined illustrate 
a progression from improving regulatory 
effectiveness through co-operation 
between government and business, to 
promoting new management tools, and to 
encouraging the integration of economic, 
social and environmental considerations 
into decision making. For example, 
Natural Resources Canada worked with 
Alcan Aluminium Limited on a pilot 
project to introduce eco-efficiency 
concepts to small and mid-size businesses 
in the Saguenay region. 


5.42 The case studies confirmed the 
importance of the accountability and 
relationship components of a good 
arrangement. They also illustrate the 
importance of a strong regulatory regime 
and enforcement capacity to stimulate and 
support action under the arrangement’s 
initiatives. Other important considerations 
in an effective public-private arrangement 
include a commitment to timely action; a 
shared understanding of the differences in 
organizational behaviour between the 
public and private sectors — for example, 
the different levels of risk tolerance; and 
the need to focus initiatives on 
performance and tangible results. 


Similarities and differences 


5.43 As we have noted, participants in 
the three sets of case studies highlighted 
several important common factors (see 
Exhibit 5.2). We conclude that officials 
who recognize and include the factors are 
much more likely to develop and maintain 
successful working relationships. 
Conversely, the absence of these factors 
increases the risk of failure. In each 


Report of the Commissioner of the Environment and Sustainable Development — 2000 


relationship, accountability needs to be 
spelled out clearly. 


5.44 Our case studies have also shown 
us some important differences among the 
three types of working relationships. 
When departments work with one another, 
they are working within a shared 
framework, one in which central agencies 
can help co-ordinate and resolve disputes. 
When departments work with their 
provincial and territorial counterparts, 
there is a greater need for formally 
negotiated and documented arrangements 
between governments. When departments 
work with business, the partners need to 
acknowledge and reflect the role of 
regulation and the cultural differences 
between the public and private sectors. 


Turning Knowledge Into Action 


5.45 To manage their working 
relationships effectively, departments need 
to take a broader view of what constitutes 
success, giving greater weight to 
accountability. It is not that the people 
involved do not know how to develop and 
maintain working relationships and what 
is needed for accountability. 
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5.46 Within the federal government 
alone, the attributes of good working 
relationships have been studied by deputy 
ministers, the Treasury Board Secretariat, 
the Canadian Centre for Management 
Development and the Auditor General 
(see Exhibit 5.4). There is an extensive 
body of guidance available to people who 
want to build a successful working 
relationship with others. The case studies 
we examined also provide a number of 
examples of good practices. 


Departments need to 
take a broader view of 
what constitutes 
success, giving 
greater weight to 
accountability. 


5.47 But knowing what to do is 
sometimes not enough. In 1995, the 
Treasury Board Secretariat said that “a 
wealth of information and experience 
already exists in many departments” on 
partnerships with other levels of 
government, the private sector and 
non-government organizations. A year 
later, the Deputy Minister Task Force on 
Managing Horizontal Policy Issues said: 


The principal factors supporting 
horizontal issues management are not 
new or revolutionary. For all kinds of 
policy issues, they represent the 
fundamentals of policy development 
— the need to know the rationale for 
an initiative and expected outcomes, a 
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1995 Framework for Alternative Program Delivery, Treasury Board Secretariat Exhibit 5.4 
The Federal Government as Partner: Six Steps to Successful Collaboration, Treasury Strengthening Working 
Board Secretariat Relationships: A Reader’s 
é ae Guide 
1996 Managing Horizontal Policy Issues, Deputy Minister Task Force 
Service Delivery Models, Deputy Minister Task Force 
Values and Ethics, Deputy Minister Task Force 
1997 Getting Government Right: Governing for Canadians, Treasury Board Secretariat 
ES 
1998 Managing Horizontal Government: The Politics of Coordination, B. Guy Peters, 
Canadian Centre for Management Development 
Citizen-Centred Service and the Partnership Option, Treasury Board Secretariat 
| 
1999 Collaborative Arrangements: Issues for the Federal Government, Office of the Auditor 
General of Canada, 1999 Report, Chapter 5 
Involving Others in Governing: Accountability at Risk, Office of the Auditor General 
of Canada, 1999 Report, Chapter 23 
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Central agencies can 
contribute to the more 
effective management 
of issues that cut 
across departments. 


clear understanding of relative roles 
and responsibilities, a recognition that 
policy development can be time 
consuming, and so forth. For the key 
priorities, with their custom-built, 
intensive processes — these process 
fundamentals are critical. And yet, 
due to the policy pressures that 
characterize these initiatives, taking 
the time up front to get the 
fundamentals right remains an 
ongoing challenge. 


5.48 The challenge is to turn 
knowledge into action. In its report, the 
Deputy Minister Task Force made a series 
of proposals for “jump starting horizontal 
issues management” by the federal 
government. It noted that central agencies 
and departments themselves have roles to 
play in strengthening the management of 
horizontal issues. One recommendation 
was that the Treasury Board Secretariat 
develop a “best practices” guide to 
teamwork in the federal system. 


5.49 The Privy Council Office has a 
key role to play in ensuring policy 
co-ordination within the federal 
government. It operates at the strategic 
and government-wide level, monitoring 
and advising on horizontal issues, 
clarifying roles and responsibilities, 
trouble shooting and long-term planning. 
The Treasury Board Secretariat, through 
its control and oversight of many aspects 
of government operations, is uniquely 
placed to offer direction and advice on 
management issues. 


5.50 The Privy Council Office 
should work with the Treasury Board 
Secretariat to ensure that the principles 
and elements of effective working 
relationships — within the federal 
government, between governments and 
with non-government organizations — 
are understood and applied by federal 
departments and agencies. 


Privy Council Office and Treasury Board 
Secretariat joint response: Sustainable 
development is among a growing number 


of policy issues that cut across the 
mandates of many departments and even 
beyond the jurisdiction of the federal 
government. This chapter notes that 
success in dealing with them depends on 
effective working relationships and 
partnerships. We agree with the 
recommendation. This is, in fact, 
something we do now and will continue to 
do in our ongoing contacts with other 
departments. A number of initiatives have 
been launched in recent years to 
strengthen horizontal policy development 
and issues-management capacity. The case 
studies reported in chapters 6 through 8 
illustrate the need to continue with these 
capacity-building initiatives. 


Spo! In Chapter 6, we make a similar 
recommendation for working relationships 
among departments. Here, we have 
expanded it to include all cases where 
federal departments are seeking to work 
effectively with others. 


Conclusion 


5.52 This chapter examined the major 
elements of building and maintaining 
successful working relationships for 
dealing with sustainable development 
issues. Some of the most pressing 
challenges facing governments today cut 
across departmental mandates and 
political jurisdictions. To address those 
challenges, governments look increasingly 
to partnership arrangements for policy 
development and program delivery. 


3.55 In areas of shared responsibility 
— like protecting the environment and 
promoting sustainable development — 
co-operation and co-ordination are 
essential to meeting common policy 
objectives. Even when not essential, they 
are desirable — partnerships can also 
improve program efficiency and 
effectiveness. Without co-operation and 
co-ordination, relevant expertise and 
viewpoints may not be appropriately 
integrated into decision making. Problems 
may not be well defined, priorities may 
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not be well developed and policies may 
not be implemented. 


5.54 Managing these working 
relationships — within governments, 
between governments and with other 
partners — has proved to be a particular 
challenge. For effective collaborative 
arrangements — where partners work 
together to meet common objectives — 
certain attributes are desirable. Credible 
reporting, effective accountability 


ee 
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mechanisms, transparent processes and 
protection of the public interest are basic 
elements of a framework for those 
arrangements. And participants in such 
arrangements themselves identified five 
key success factors: clear and realistic 
objectives and expectations for results: 
shared or complementary goals; effective 
and committed individuals; clear benefits 
for participating organizations; and senior 
management interest, support and 
commitment. 
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About Our Work 


4% 


Objective 


The objective of our work was to examine the major elements of building and maintaining successful working 
relationships for dealing with sustainable development issues. 


Scope and Approach 


To carry out this work, we drew upon related audits and studies carried out by this Office, reviewed the 
relevant academic literature and conducted selected casework. We used a combination of audit and study 
methodology. 


e Chapter 6 covers an audit that examined six cases, spanning the range of mechanisms federal departments 
and agencies use to work with one another. The number of departments in the cases ranged from two to 
more than 20, reflecting a mix of different sustainable development issues. 


e Chapter 7 reports on a study that selected five cases to illustrate a range of federal/provincial/territorial 
arrangements, both Canada-wide and with selected provinces. Each agreement also involved, to different 
degrees, partners from industry and from environmental organizations. 


e Chapter 8 presents a study that considered partnership arrangements between government departments 
and the private sector in the United States, the United Kingdom and Canada. The cases included 
innovative examples that emphasized regulatory approaches, environmental management systems and 
integrated decision making. 


More details on scope and methods can be found at the end of each chapter. 


None of the case studies involved a full evaluation. Rather, we focussed on the working relationships 
themselves. We believe the lessons from the case studies are applicable to most types of working relationship 
— within the federal government, between governments and with non-government organizations. However, 
our work did not support broad generalizations about the overall effectiveness of the federal government as a 
partner. 


Working Team 


Acting Commissioner: Richard Smith 
Directors: | Peter Morrison (Chapter 6) 
Giséle Grandbois (Chapter 7) 
Ron Bergin and Andrew Ferguson (Chapter 8) 


Ryan Colley 

Alain Sansregret 

Erika Szenasy-Boch 
Jean-Francois Tremblay 
Suzanne White 

Nada Vrany 


For information, please contact Richard Smith. 
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Appendix 


A Governing Framework for New Working Arrangements 


To ensure credible reporting: 


@ Clear public objectives 
© Concrete performance expectations 
¢ Appropriate performance measurement and reporting regime 


To establish effective accountability mechanisms: 


Clear roles and responsibilities 

Performance expectations that are balanced with capabilities 
Well-defined management structure 

Appropriate monitoring regime 

Partner dispute resolution mechanisms 

Specific evaluation provisions 

Procedures to deal with non-performance 


Appropriate audit regime 


To ensure adequate transparency: 


e@ Public access to information 
¢ Communication of information on key policies and decisions 


To protect the public interest: 


® Citizen complaint and redress mechanisms 
e@ Public consultation/feedback mechanisms 
@ Policies to promote pertinent public sector values 


Report of the Auditor General of Canada, 1999 
Involving Others in Governing: Accountability at Risk (Chapter 23) 
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Chapter 6 


Working Together in the 
Federal Government 


The audit work reported in this chapter was conducted in accordance with the legislative 
mandate, policies and practices of the Office of the Auditor General. These policies and 
practices embrace the standards recommended by the Canadian Institute of Chartered 
Accountants. The numbered paragraphs in bold face represent recommendations. 
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Federal Government 


Main Points 


6.1 Canada’s unique approach to achieving sustainable development demands that federal departments work 
well with one another. They can use a variety of mechanisms, ranging from the creation of new organizations to 
cost-sharing agreements to voluntary networks for information exchange. Through six case studies, we examined 
the key factors affecting the success of such mechanisms. 


6.2 We found that departments need to define clearly “who does what”. Key problem areas include unclear 
objectives, poorly defined responsibilities, unclear accountability and weak dispute resolution. Critical success 
factors include managing the effects of participant turnover, ensuring that departments have the incentives to 
collaborate, and paying sufficient attention to the results of monitoring and evaluation to learn from past 
experience. 


6.3 Good interdepartmental co-ordination is limited by departments’ inability to compel other departments to 
act, except through persuasion and negotiation. The primary central agencies, the Privy Council Office and the 
Treasury Board Secretariat, may have a crucial role to play in achieving a “Government of Canada” perspective. 


Background and other observations 


6.4 The first case study we considered, the recently renewed Canadian Biotechnology Strategy, involves over 
20 departments and agencies and the creation of a new secretariat. It was built on a successful consultation effort, 
but now faces issues of unclear roles and responsibilities, increased bureaucracy and administrative weaknesses. 
Concrete action plans and an evaluation plan have not yet been made public. 


6.5 Natural Resources Canada and Indian and Northern Affairs Canada are promoting forestry-based 
economic opportunities for First Nations communities. Clear objectives and a flexible management structure have 
supported the program’s success. For example, other organizations contributed $21 million beyond initially 
planned levels. We identified the need for improved co-ordination with other departments and for better 
monitoring of results. 


6.6 The federal government has committed to taking environmental concerns into account in its purchases of 
over $14 billion annually in goods and services. A centrally co-ordinated approach is needed to ensure that this 
objective can be achieved at the best value for taxpayers. Despite repeated attempts to co-ordinate over the last 
decade, departmental policies are missing or inconsistent, efforts are being duplicated, and roles and 
responsibilities are not clear. We believe the Treasury Board Secretariat needs to play a central role in 
co-ordination. 


6.7 Canada has played a key role in international negotiations to regulate the transboundary movement of 
living genetically modified organisms. An interdepartmental working group successfully prepared a negotiating 
position in the face of very high stakes, uncertain impacts, and conflicting perspectives. The departments went 
through a long and difficult process in which disputes were not always effectively resolved. In our view, the 
federal government needs to take a strategic approach to managing the tension between the trade and 
environmental agendas. 
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6.8 Led by Environment Canada, departments worked together and with other stakeholders to assess the 
aquatic effects of effluent from metal mines. Solid planning, a neutral secretariat, good dispute resolution and 
adequate resources helped ensure a successful outcome. This success was built on past experience with pulp and 
paper regulations. 


6.9 In our last case study, we examined co-ordination among departments with respect to their sustainable 
development strategies. In the first round of strategies, departments did not adequately co-ordinate their content, 
shared commitments and consultation processes. The Interdepartmental Network on Sustainable Development 
Strategies is facilitating improved information exchange and co-ordination among departments for the second 
round. The effectiveness of the Network is limited, however, by its voluntary nature, unclear reporting 
relationships and high turnover of participants. 


The departments’ and agencies’ responses to our recommendations are included in the chapter. They agree 
with the recommendations and describe actions to deal with some of them. 


6-6 


Report of the Commissioner of the Environment and Sustainable Development — 2000 


Introduction 


Sustainable development requires 
departments to work together 


6.10 At the federal level, Canada has 
adopted a unique model for advancing 
sustainable development. Several other 
countries (for example, the United 
Kingdom, Australia and Sweden) have 
established a single overall sustainable 
development strategy that provides a 
framework for individual agencies. In 
Canada, each federal department is 
responsible for preparing and 
implementing its own strategy. Each 
department must now identify how it can 
contribute to ensuring that development is 
sustainable over the long term — and then 
work to make it happen. 


6.11 This individual approach makes 
it easier to identify who is responsible for 
particular results, reinforcing the 
accountability of ministers for their 
departments’ activities. At the same time, 
this approach demands effective 
co-ordination among departments — no 
one department can achieve sustainable 
development in isolation. Each 
department has its own legislated mandate 
to work on one part of sustainable 
development. The challenge is to ensure 
that all involved in the effort have a 
common set of “blueprints” and a shared 
understanding of one another’s roles. 


6.12 As noted in Chapter 5, effective 
co-ordination among departments remains 
a central challenge for parliamentary 
democracies. Several areas, such as 
information technology, human resources 
and financial management, require that 
departments work in a common 
framework, share information and 
co-operate on joint action. Such 
co-ordination efforts are crucial to good 
governance and they present continuing 
challenges given the trend to 
decentralizing public administration. 


——— 
Working Together in the Federal Government 


6.13 Sustainable development 
accentuates the need for departments to 
work together. As we have highlighted in 
our reports, many of the tough sustainable 
development issues cut across 
departmental lines (for example, climate 
change, loss of biodiversity, smog, 
management of toxic substances). Many 
of the solutions demand an integrated 
approach to decision making. Perspectives 
from several different departments may 
need to be identified, balanced and 
synthesized to bring together the three 
aspects of sustainable development 
(environmental, social and economic). 


This audit is part of a larger project 


6.14 This audit is one of three closely 
related projects — each examining one 
way in which federal departments work 
with other organizations to achieve their 
sustainable development goals. This audit 
addresses interdepartmental co-ordination. 
Chapter 7 reviews the experience with 
co-operation between the federal 
government and provincial and territorial 
governments. Chapter 8 considers 
co-operation between the federal 
government and the private sector. 
Chapter 5 provides an overview and 
summarizes the key conclusions that cut 
across the three different types of 
arrangements. 


Focus of the audit 


6.15 The primary purpose of this audit 
was to demonstrate to Parliament and to 
federal departments that effective 
partnerships can be created and managed 
among federal departments. To do this, the 
overall objective was to identify the key 
success factors for departments working 
with other departments to address 
sustainable development issues. We 
approached the audit by using case studies 
— to bring the lessons to life. 


6.16 The secondary purpose of our 
audit was to determine whether 
departments are doing what they said they 
would do in their sustainable development 


Sustainable 
development 


accentuates the need 


for departments to 
work together. 
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In the context of 
sustainable 
development, 
departments have 
made extensive 
commitments to 
co-ordination and 
partnerships. 


strategies. Departments made 
commitments in their 1997 sustainable 
development strategies to work with other 
departments. The case studies were 
selected primarily from these 
commitments. 


6.17 We selected six case studies: 


e the development of the Canadian 
Biotechnology Strategy; 


e the implementation of the First 
Nation Forestry Program; 


e the promotion of “environmentally 
friendly” purchasing decisions; 


e the preparation of a negotiating 
position for a protocol under the 
Biodiversity Convention; 


e the assessment of the aquatic effects 
of effluent from metal mines; and 


e the work of the Interdepartmental 
Network on Sustainable Development 
Strategies. 


Our approach was not a detailed audit of 
all aspects of these case studies; the focus 
was on interdepartmental co-ordination 
and the impact it has on achieving results. 


6.18 Further details on the audit are 
included at the end of the chapter in 
About the Audit. 


Observations and 
Recommendations 


Committing to Co-ordination 


Departments have made extensive 
commitments to work with others 


6.19 In the context of sustainable 
development, departments have made 
extensive commitments to co-ordination 
and partnerships. We examined references 
in the first sustainable development 
strategies to various forms of working 
together. The partnerships were described 
in quite general terms (for example, the 


need to work with the private sector) in 60 
percent of the almost 650 references. 
Where departments actually named their 
potential collaborators, they were most 
specific about the other government 
departments with which they were 
planning to work. 


6.20 The weight that departments 
attached to working with others varied 
greatly in the strength, number and 
specificity of commitments. For example, 
Environment Canada alone accounted for 
15 percent of the total references — four 
times as many as expected if all 
departments had placed an equal emphasis 
on this mode of operation. In contrast, the 
strategy for Solicitor General Canada 
contained two references to working with 
others. 


6.21 Departments tended not to 
reinforce one another’s commitments. Of 
the 91 cases where departments named 
other departments involved in a specific 
commitment, only four were 
acknowledged by the other departments. 
In its sustainable development strategy, 
Environment Canada identified five 
cross-cutting issues: climate change and 
variability, the North, science and 
technology, the federal freshwater 
strategy, and biodiversity. It then went on 
to comment, “Because government 
coherence is essential to the SDS 
[sustainable development strategy ] 
process, these kinds of issues will be 
addressed in all departmental strategies.” 
Most other departments did not declare 
the need to work jointly on these issues in 
their own strategies. This lack of mutual 
acknowledgement poses a risk that 
departments may not have the 
interdepartmental support necessary to 
deliver on their commitments. 


Departments have several key reasons 
to work together 


6.22 We observed that departments 
chose to work with other departments for 
a variety of reasons. At the departmental 
level, co-ordination 1s necessary to resolve 
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issues that cut across departmental 
mandates, to present a united front to 
outside organizations, to obtain support 
for departmental positions, and to ensure 
effective use of resources. This leads to 
the question, “Is the particular initiative 
well co-ordinated?” 


6.23 Government departments in other 
countries have used a broad array of 
mechanisms to manage horizontally. In 
the United Kingdom, for example, the 
Cabinet Office’s Performance and 
Innovation Unit addresses strategic issues 
that cut across public sector institutional 
boundaries. The Unit reports directly to 
the Prime Minister and “reviews policy to 
improve co-ordination and practical 
delivery of services involving more than 
one public body.” In Australia, the 
Greenhouse Office has co-ordinated 
electricity procurement among different 
agencies. The national audit offices in 
these countries have reported on the 
success of such co-ordination efforts. 


6.24 At the government-wide level, 
co-ordination is necessary to avoid 
duplication or gaps among programs, 
policies and processes (including internal 
and external consultation). This raises the 
question, “Are there gaps, overlaps or 
conflicts in how departments are working 
together?” 


6.25 In the United States, the 
Government Performance and Results Act 
emphasizes good co-ordination. A recent 
report by the General Accounting Office 
commented, “Virtually all of the results 
that the government strives to achieve 
require the concerted and co-ordinated 
efforts of two or more agencies. However, 
mission fragmentation and program 
overlap are widespread and programs are 
not always well co-ordinated. This wastes 
scarce funds, frustrates taxpayers, and 
limits overall program effectiveness.” The 
General Accounting Office pointed to the 
need for strategic plans to address 
co-ordination requirements, and the value 
of setting intermediate goals to clarify 
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agency-specific contributions to the final 
results. 


6.26 Alternative mechanisms. We 
observed that departments applied a wide 
range of approaches to working together, 
including bilateral information exchange, 
negotiating a common position, and the 
creation of interdepartmental secretariats 
to manage controversial issues (see 
Exhibit 6.1). At the extreme extent of 
co-ordination, departments may be 
merged. For example, in the United 
Kingdom the environment and transport 
ministries were combined to improve 
policy integration. The case studies in this 
chapter cover the range of approaches, 
from the creation of a secretariat (the 
Canadian Biotechnology Strategy 
Secretariat) to a network facilitating 
information exchange (the 
Interdepartmental Network on Sustainable 
Development Strategies). 


There are common elements of good 
practice 


6.27 Chapter 5 outlines the elements 
of a good working relationship involving 
federal departments — whether with the 
provinces and territories, the private sector 
or other departments. The necessary 
ingredients of interdepartmental 
co-ordination have also been examined in 
a variety of studies and audits. In 1995, 
the Task Force on Managing Horizontal 
Policy Issues described how departments 
and central agencies could improve the 
management of cross-cutting issues. The 
Office of the Auditor General has 
repeatedly emphasized the need for good 
co-ordination, highlighting well-defined 
roles and responsibilities, clear work 
plans, meaningful performance 
expectations, effective monitoring, and 
leadership that transcends departmental 
mandates. 


6.28 In the Auditor General’s 1999 
Report, Chapter 23, we summarized the 
essential elements of a governing 
framework for arrangements between the 
federal government and other 


At the 
government-wide 


level, co-ordination is 


necessary to avoid 
duplication or gaps 
among programs, 
policies and 
processes. 


Departments applied a 


wide range of 


approaches to working 


together. 
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organizations, whether they be other 
levels of government or the private sector. 
These elements fall into four categories: 
credible reporting, effective accountability 
mechanisms, adequate transparency, and 
protection of the public interest. We 
believe these elements are also required 
for successful co-ordination among federal 
departments, although the emphasis will 
differ from arrangements with 
organizations outside the federal 
government. 


6.29 No one approach is ideal under 
every circumstance, and the appropriate 
expectations will vary depending on the 
situation. Co-ordination is a means to an 
end. For some ends, co-ordination is 
crucial; for others, co-ordination is 
advantageous but not essential. As we 
noted in our 1998 review of progress on 
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action plan that orchestrates the 


relevant activities of departments and 


other players involved to achieve 
agreed-upon objectives; an 
accountability framework that 


transcends departmental jurisdictions; 


and a joint reporting mechanism to 
track results in relation to objectives. 


6.30 We will describe each of the 
cases and highlight the key practices. 


Renewing a Federal Strategy for | 


Biotechnology 


New demands were being placed on an 
old strategy 


6.31 In 1983, the federal government 
announced the National Biotechnology 
Strategy, an initiative to promote 
biotechnology research and development. 


the federal Science and Technology 
Strategy: 


By 1996, this strategy was facing new 
stresses. The biotechnology industry had 
grown rapidly in size and maturity, and 
new commercial products were appearing 
on the market (see Exhibit 6.2). The 
House of Commons Standing Committee 
on Environment and Sustainable 
Development had called for a new federal 


More co-ordination does not 
necessarily lead to better management 
of horizontal issues. In our view, 
effective management of any 
horizontal issue needs to include an 


What is biotechnology? Exhibit 6.2 


Biotechnology: Facts and 
Figures 


Biotechnology is defined as the application of science and engineering in the direct or indirect use 
of living organisms or parts or products of organisms in their natural or modified forms. Examples 
include vaccines and health diagnostic kits, herbicide-tolerant crops, and microbes used to clean 
up contaminated sites. 


How much does the federal government spend on biotechnology? 


The federal government spent $314 million on biotechnology in 1997-98. Roughly two thirds of 
that was on research in higher education institutions. Most of the rest was spent on internal 
research, primarily through the National Research Council Canada and Agriculture and Agri-Food 
Canada. 


How big is the biotechnology industry? 


There were 282 firms working on biotechnology in Canada in 1997, with total sales from 
biotechnology of $1 billion. Human health biotechnology led, carried out by 46 percent of firms, 
followed by agricultural biotechnology in 22 percent of firms. 


How fast is it growing? 


One estimate suggests that the global market for biotechnology products and services could more 
than double from $20 billion in 1995 to $50 billion in 2005. There were 9,800 people employed in 
biotechnology in Canada in March 1998. This is estimated to grow to 15,800 by 2001. 


Source: Statistics Canada, 
Canadian Biotechnology 
Statistics, 1999 
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Biotechnology cuts 
across the mandates 
and interests of over 
20 departments and 
agencies. 


approach to regulating the technology. As 
well, the public debate on biotechnology 
was heating up, fuelled by issues such as 
animal cloning, the labelling of 
genetically modified food and the 
approval of bovine growth hormone. 


6.32 As a technology and as a set of 
issues, biotechnology cuts across the 
mandates and interests of over 20 
departments and agencies. Industry 
Canada led the National Biotechnology 
Strategy, but other departments, such as 
Health Canada and Agriculture and 
Agri-Food Canada, are heavily involved 
in biotechnology issues. For example, the 
responsibility for regulating biotechnology 
is shared among four organizations 
(Environment Canada, Health Canada, 
Fisheries and Oceans, and the Canadian 
Food Inspection Agency). In the face of 
biotechnology’s new profile, outside 
observers, the Privy Council Office and 
the departments themselves had raised 
concerns about the ability of the 
biotechnology “community” to respond 
effectively. 


6.33 In March 1997, Cabinet decided 
to revitalize the National Biotechnology 
Strategy. The renewal process was to 
include a new policy framework and 
improved mechanisms for 
interdepartmental co-ordination. The 
process was also to set out new 
approaches to address the emerging social, 
ethical and other concerns, including 
setting up a broad-based advisory 
committee. Following consultations 
during the spring of 1998, the new 
Canadian Biotechnology Strategy was 
announced on 6 August 1998. At this 
point, the government recognized that the 
Strategy was incomplete and committed to 
taking several further steps, including 
developing concrete action plans. 


6.34 Our case study of the Strategy 
focusses on two main aspects of the 
renewal process: consultations leading up 
to the announcement, and the new 
mechanisms for interdepartmental 


co-ordination established shortly after the 
announcement. Our audit work considered 
the new secretariat that was created 
through the Strategy, as well as the seven 
core biotechnology departments (Industry 
Canada, Health Canada, Agriculture and 
Agri-Food Canada, Natural Resources 
Canada, Environment Canada, Fisheries 
and Oceans, and the Department of 
Foreign Affairs and International Trade). 
The Canadian Food Inspection Agency 
has also played a role as part of the 
Agriculture and Agri-Food Canada 
portfolio. 


6.35 We have not considered events 
after January 1999 in any detail; however, 
we recognize that there have been several 
significant accomplishments since then. 
These include developing shared policy 
statements, preparing memoranda to 
Cabinet, and increasing the available 
funds. For example, the Canadian 
Biotechnology Strategy Fund supports 
departmental research (see Exhibit 6.3). A 
further $55 million was allocated in the 
1999 Budget for federal research on 
genomics. Then the 2000 Budget 
committed a further $160 million to 
genomic research and $90 million to 
enhance the federal government’s 
regulatory capacity. A full evaluation of 
these programs would be premature and 
was beyond the scope of this audit. 


Consultation laid a base for the new 
strategy 


6.36 When the decision was made to 
renew the Strategy, the Canadian 
Biotechnology Strategy Task Force was 
charged with co-ordinating the process. 
Industry Canada contributed the largest 
portion of the financial resources (29 
percent), provided staff, and housed the 
Task Force offices. Other departments 
contributed financially and provided some 
staff time through secondments. 


6.37 Rushed consultation. An 
ambitious schedule, laid out in August 
1997, was intended to produce a renewed 
strategy for Cabinet by June 1998. 
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Departments had difficulty reaching 
agreement on the approach and the 
wording of the overall consultation 
document. Ultimately, several different 
modes of public consultation were 
combined, including round-table sessions 
run by the Task Force, low-key sectoral 
consultations run by the departments, 
focus groups, and discussions with 
provincial officials. The early difficulties 
resulted in short lead times for the 
consultations. This in turn affected who 
could participate and to what extent they 
could review documents before the 
consultation sessions. Some participants 
were concerned that the consultation was 
“being done more for form than 
substance.” 


6.38 The round tables contributed to 
achieving one of the primary objectives: 
validating the approach outlined in the 


eee 
Working Together in the Federal Government 


consultation document. Participants were 
selected to reflect a range of interests, and 
discussion was focussed on three topics 
(the overall policy framework, the 
reporting relationships for the new 
advisory committee, and how the public 
was to be consulted). Most round-table 
participants were satisfied with their 
workshops; however, some key 
stakeholders were dissatisfied with the 
overall approach and the consultation 
summary. Many participants had high 
expectations that further, more extensive 
consultation would follow. 


6.39 The new strategy was prepared 
for Cabinet as intended. The key factors 
contributing to its timely completion were 
clear direction from senior management, 
limited (and realistic) objectives, a 
division of responsibilities between the 
Task Force and the departments, and 


problems in Canada 


biotechnology 


agricultural biotechnology products 


The Fund provides for $9.5 million per year over three years from 1999-2000 to 2001-2002. 
Thirty-two items are funded, including a $3 million yearly allocation to the Canadian 
Biotechnology Secretariat and funds for corporate communications and emerging issues, under the 
control of the Secretariat. Much of the allocation to the Secretariat is to support the new Canadian 
Biotechnology Advisory Committee. The research projects include the following: 


e Transgenic herbicide-resistant crops: environmental risk and the potential for new weed 


e Effects of insecticidal proteins in transgenic plants on non-target organisms 


e Labelling, engaging the public and meeting product information needs in the area of food 


| ¢ Development of national standards for transgenic animal health and safety assessments 


¢ Championing the development, application and public acceptance of plant-based remediation 
and restoration technologies for contaminated site clean-up in Canada 


| © Environmental risk of transgenic insect resistance under Canadian field conditions 


e Addressing international trade policy challenges and enhancing market access for Canadian 


e International stewardship: capacity building in developing countries 


e Assessment of transgenic fish for environmental risk and food safety 


| © Risk/benefit assessment versus risk/benefit perception of biotechnology products 


e Three-year work plan for interdepartmental working group on ethics and public confidence in 


biotechnology 


e Biotechnology for cleaner industrial production/climate change 


¢ Proposal for a biotechnology statistics program 


e¢ Development of Canada’s capacity to assess environmental safety of biotechnology-derived 


forest products 


Many participants in 
the consultations on 
the new Canadian 
Biotechnology 
Strategy had high 
expectations that 
further, more extensive 
consultation would 
follow. 


Exhibit 6.3 


Projects Supported by the 
Canadian Biotechnology 
Strategy Fund 


Source: Canadian 
Biotechnology Secretariat 
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Some officials said 
they were unaware of 
all of the committees 
and working groups 
under the Canadian 
Biotechnology 
Strategy. 


strong co-ordination by the Task Force 
and an interdepartmental management 
group. 


New mechanisms were developed to 
manage horizontal issues 


6.40 One of the goals of the renewal 
process was to develop improved 
interdepartmental mechanisms. These 
were intended to oversee implementation 
of the Canadian Biotechnology Strategy 
and to ensure rapid, responsive and 
co-ordinated management across 
government of horizontal issues related to 
biotechnology. We examined the 
mechanisms established shortly after the 
announcement of the Strategy to see 
whether they were consistent with 
effective interdepartmental co-ordination 
and whether a solid foundation had been 
laid for implementation. 


6.41 New management structures. 
The Task Force evolved into a new focal 
point for activity, the Canadian 
Biotechnology Strategy Secretariat. There 
is anew team of ministers (co-ordinated 
by the Minister of Industry), a committee 
of deputy ministers, a committee of 
assistant deputy ministers, and a series of 
working groups. Another key part of the 
Strategy was the creation of an 
independent advisory committee, the 
Canadian Biotechnology Advisory 
Committee. Members of the Committee 
were announced in September 1999 — 
later than initially planned. This 
committee is intended to engage in a 
“conversation with Canadians” over the 
larger social, health and ethical issues and 
to advise the ministers involved with the 
Strategy. 


6.42 Increased bureaucracy. We 
have several concerns about these new 
structures. In contrast to the intention of 
streamlining the committee structure, the 
number of committees and working 
groups increased from 15 to 30 with the 
new Strategy. (Additional new committees 
have subsequently been created to address 


issues such as the potential labelling of 
genetically modified food.) Some officials 
said they were unaware of all of the 
committees and working groups. The 
Secretariat itself could not provide us with 
a complete list of committee members or 
meeting times. While some core 
committees meet regularly and advance 
their agendas, we were also told that 
communication for some officials and 
organizations is hampered by the structure 
of the new strategy. 


6.43 Unclear roles and 
responsibilities. The roles of the new 
team of ministers are not clear. (The team 
met for the first time only in February 
2000.) There is uncertainty about the 
distinction between this team’s 
responsibilities and those of line 
departments. Officials also told us that the 
boundaries between the responsibilities of 
the Secretariat and line departments are 
not well defined. 


6.44 Administrative weaknesses. The 
new Secretariat serves several masters and 
faces many demands. As a focal point for 
biotechnology policy, we expected that it 
would be tracking the information flow 
among departments and maintaining 
accurate, up-to-date records. During our 
audit work, the Secretariat was unable to 
provide us with basic documentation such 
as a complete set of minutes of the deputy 
ministerial committee meetings, an 
organizational chart illustrating reporting 
relationships, and information about the 
financial contributions of different 
departments to the renewal process. We 
are concerned about the Secretariat’s 
ability to provide accurate and timely 
information to departments and to 
administer the Canadian Biotechnology 
Strategy Fund properly. 


6.45 The Canadian Biotechnology 
Secretariat should move immediately to 
address the gaps in its basic 
administrative procedures and records 
management. 


Joint response: The Canadian 
Biotechnology Secretariat (CBSec) and 
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the interdepartmental community have a 
number of initiatives under way as part of 
their ongoing efforts to strengthen 
practices and address the identified 
concerns, including: 


e an assessment of the Canadian 
Biotechnology Strategy (CBS) Working 
Group structure; 


¢ areview of the organizational 
structure of the CBSec and its resource 
levels; 


¢ implementation of an enhanced 
records management system; and 


¢ implementation of a financial 
reporting system that is supporting 
managerial decision-making and reporting 
with regard to the CBS Fund. 


6.46 When the new Strategy was 
announced in August 1998, it contained 
10 themes with possible actions. These 
themes ranged from building public 
confidence and awareness to regulating 
for health and environmental protection 
and to developing human resources. In the 
round-table consultations, participants 
called for a strategic approach to the 
development of biotechnology in Canada. 
This included the formulation of an action 
plan with specific measurable objectives 
and the evaluation and monitoring of 
progress toward these objectives. When 
the Strategy was announced, the federal 
government committed to developing 
concrete action plans for each of the 10 
themes. We believe that Parliament and 
other Canadians need to know what the 
government plans to do with respect to 
biotechnology, and what progress it has 
made. 


6.47 Departments participating in 
the Canadian Biotechnology Strategy 
should develop the promised concrete 
action plans for the strategic goals, 
including specific measurable 
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objectives. They should also describe 
their plan for monitoring and reporting 
progress toward these objectives and 
their plans for evaluating the Strategy 
as a whole. 


Joint response: A two-year progress 
report of the Canadian Biotechnology 
Strategy (CBS) accomplishments to date 
and plans for the future will be developed 
and published later this year. The first 
phase of implementing the CBS focusses 
on two of the themes for concerted action 
that were identified through public 
consultations: strengthening the 
regulatory system and enhancing research 
capacity. The federal budgets of 
February 1999 and 2000 set aside funds in 
the fiscal framework for initiatives in 
these areas, and evaluation frameworks 
for these initiatives will be developed 
accordingly. In addition, the Canadian 
Biotechnology Advisory Committee 
(CBAC) has published its multi-year work 
plan, and an expert scientific panel under 
the Royal Society has been struck to 
assess the future science needs of the 
regulatory system. 


Parliament and other 
Canadians need to 
know what the 
government plans to 
do with respect to 
biotechnology, and 
what progress it has 


An evaluation framework that identifies made. 


key elements of an evaluation plan has 
been developed for the CBS as a whole. 
A resource plan and schedule is being 
developed for consideration by the 
Biotechnology Assistant Deputy Minister 
Committee by December 2000. 


Transparency and accountability to the 
public are key components of the CBS. 
The Canadian Biotechnology Secretariat 
and the biotechnology departments 
maintain active Web sites and utilize other 
means of communication to disseminate 
information about their activities. 
However, these efforts will continue to be 
enhanced. Also, the CBAC will soon be 
engaging Canadians in a dialogue on 
biotechnology as part of its process for 
formulating advice to the government. 
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One of the key assets 
that First Nations can 
use to create new 
opportunities is their 
forested land. 


The management 
structure of the First 
Nation Forestry 
Program is organized 
to facilitate flexible 
program delivery. 


Supporting First Nations Forestry 
Activities 


New working relationships were needed 


6.48 Many First Nations communities 
face daunting challenges. With high 
unemployment rates, rapidly growing 
populations and social stresses, creating 
economic opportunities is essential. 
Further, with half of the population under 
25 years old, many young people have not 
yet entered the job market. 


6.49 One of the key assets that First 
Nations can use to create new 
opportunities is their forested land. 
Reserves contain approximately 

1.4 million hectares in productive forest 
land. About 240 First Nations have more 
than 1,000 hectares of land on their 
reserves that have the potential for 
forestry development. With future land 
claim settlements, the amount of forest 
land under the control of First Nations will 
expand further. 


6.50 The federal government initially 
supported First Nations forestry 
development through the 1984 
Federal-Provincial Regional Development 
Agreements. The Indian Lands Forestry 
Program, administered by the Canadian 
Forest Service, focussed primarily on 
rehabilitation and developing management 
plans for on-reserve forests. The decision 
to terminate this program was announced 
in 1993 and reaffirmed in the 1995 
Budget. 


6.51 Following pressure from First 
Nations and a program evaluation by 
Indian and Northern Affairs Canada, the 
Ministers of Natural Resources and Indian 
and Northern Affairs decided to jointly 
fund a new forestry program for First 
Nations with an emphasis on capacity 
building. The Canadian Forest Service 
was not in a position to fund the program 
by itself; Program Review had resulted in 
a cut to the Forest Service budget from 
$220.9 million in 1994-95 to 

$95.6 million in 1997-98. The Forest 


Service could supply the technical skills 
and the regional delivery; Indian and 
Northern Affairs would provide the 
majority of the funds. The agreement 
between the two departments was 
formalized in a memorandum of 
understanding in 1996 that established 
clear and complementary roles for the two 
departments. 


6.52 This case study examines how 
well interdepartmental co-ordination 
works between Natural Resources Canada 
and Indian and Northern Affairs Canada 
and whether it is achieving the intended 
results. While several departments have 
crucial roies to play in enhancing 
opportunities for Aboriginal people (for 
example, Industry Canada and Human 
Resources Development Canada), we 
focussed on the two signatories to the 
memorandum of understanding. 


Departments established clear 
objectives and roles 


6.53 Clear objectives. The purpose of 
the First Nation Forestry Program is to 
“improve economic conditions in status 
Indian communities with full 
consideration of the principles of 
sustainable forest management.” The 
program’s objectives were specified in the 
memorandum of understanding and 
focussed on enhancing the capacity of 
First Nations to operate and participate in 
forest-based businesses, increasing First 
Nations co-operation and partnerships, 
investigating the feasibility of 
mechanisms for financing First Nations 
forestry development, and enhancing the 
capacity of First Nations to manage 
reserve forests in a sustainable way. 


6.54 Flexible management structure. 
The program’s management structure is 
organized to facilitate flexible program 
delivery. The National Management 
Committee includes one representative 
from each of Indian and Northern Affairs 
Canada, the Canadian Forest Service and 
First Nations. (The latter representative 
was chosen by First Nations 
representatives from the Provincial- 


Report of the Commissioner of the Environment and Sustainable Development — 2000 


Territorial Management Committees.) The 
National Management Committee is 
responsible for the overall direction of the 
program and for providing guidance to the 
Provincial-Territorial Management 
Committees. 


6.55 The Provincial-Territorial 
Management Committees, in turn, are 
responsible for administering, managing 
and implementing the program. The 
composition of the committees varies 
from province to province. For example, 
provincial or territorial representatives sit 
on seven of the committees. First Nations 
initially declined direct representation on 
the Quebec management committee. 


6.56 The third part of the management 
structure, the Provincial-Territorial 
Management Committee Advisory Group, 
was added after the memorandum of 
understanding was signed. It has since 
evolved into an annual workshop for the 
Provincial-Territorial Committee members 
to share program experiences and best 
practices, as well as to interact with 
colleagues from across the country. This 
forum also provides First Nations with the 
opportunity to discuss the program and 
make recommendations to the National 
Management Committee on changes and 
improvements to the program. 


6.57 The details of the roles and 
responsibilities of the two signatory 
departments, at both the national and 
provincial/territorial levels, are specified 
in a manual of standards and procedures. 
This flexible structure and the 
involvement of both the Canadian Forest 
Service and First Nations means that 
decisions are made openly and are 
supported by key players. 


6.58 Initial co-ordination was 
achieved quickly because the program 
goals had strong support from senior 
management. Departments co-operated 
well on management committees at both 
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the national and provincial/territorial 
levels. 


The Blood Tribe Reserve in southwest Alberta is the largest reserve in Canada, 
with a total area of approximately 145,000 hectares. Funding led to the 
development of a reserve forestry management strategy, including a study of 
traditional land use and the hiring of Aboriginal summer students to assist with 
preparing an inventory of archaeological sites. Another project in Alberta 
combined a wildfire-fighting course with industry training intended to increase 
stable employment opportunities on the reserve (see paragraph 6.49). 


Funding has been applied to forestry operations throughout Canada. The 
program has increased First Nations’ technical capacity to carry out activities 
such as silviculture, tree planting, log building construction, and tree nursery 
operations. It has also supported business feasibility studies and geographic 
information system technician courses (see paragraph 6.53). 


Source: Photos courtesy of First Nation Forestry Program 
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The First Nation 
Forestry Program has 
been very successful 
in obtaining additional 
complementary funds. 


Exhibit 6.4 


Contributions to First Nation 
Forestry Program 


a Indian and Northern Affairs Canada 


Canadian Forest Service 


| Other (planned) 


[| Other (actual) 


Source: Canadian Forest Service 


6.59 The program was also intended to 
be a partnership venture with First 
Nations, including them as both delivery 
agents and program beneficiaries. The 
value of First Nations identifying their 
own priorities and needs has been 
emphasized repeatedly by First Nations 
(and by the Auditor General in previous 
reports). Their involvement, along with 
that of other stakeholders, was essential to 
credible implementation. First Nations 
were expected to contribute financially to 
project costs and to obtain additional 
funding from the private sector where 
possible. 


Support from other organizations 
exceeded expectations 


6.60 Overall, the program has been 
very successful in obtaining additional 
funds to complement the resources 
supplied directly through the program (see 
Exhibit 6.4). The funds obtained from 
additional sources were $21 million 
beyond initially planned levels for the first 
three years of the program. We have been 
informed that this trend has continued for 
a fourth year. 


6.61 A significant fraction of these 
additional resources ($3.3 million over the 


Contributions 
($ millions) 


1996-97 


1997-98 


first three years) came from other federal 
departments (in particular, Human 
Resources Development Canada and 
Industry Canada, through Aboriginal 
Business Canada) and from other Indian 
and Northern Affairs programs (such as 
the Resource Access Negotiations 
Program). This suggests that if the First 
Nation Forestry Program is extended 
beyond its planned five-year horizon, 
representatives of complementary 
departments and programs should be 
involved in its redesign to ensure that the 
program operates as an integrated package 
to achieve the best overall results for its 
clients. 


6.62 The interim evaluation report for 
the program (which was required by the 
memorandum of understanding) signalled 
that greater co-ordination is required 
among related programs. Specifically, it 
recommended increased compatibility 
among programs. This would facilitate the 
transition as “clients” graduated from the 
First Nation Forestry Program to other 
programs. It would also streamline 
administration and monitoring so that 
clients could satisfy more than one source 
of funding without a daunting amount of 
work. 


1998-99 1999-00 2000-01 
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6.63 Despite the success at capturing 
additional resources, the program may be 
a victim of its own success. While First 
Nations’ expectations are high, the 
number of proposals and their dollar value 
have been dropping over the past three 
years. We were told that this is partly due 
to the perception that funds are limited 
and demand for funds is high. 


Departments have an opportunity to 
rethink their approach 


6.64 Limited information for 
learning from past experience. Although 
the First Nation Forestry Program has 
been highly successful at leveraging funds 
and there is considerable interest in the 
program, increased follow-up is needed to 
determine if the program is actually 
achieving the intended results. There is no 
systematic tracking of the long-term 
impacts of the program. Monitoring of 
results is needed at both the program and 
the individual project levels to ensure that 
all partners can assess what works and 
what does not. 


6.65 The interim review of the 
program concluded that the expected 
outcome will not be achieved: First 
Nations will not be able to assume full 
responsibility for forestry program 
activities by 31 March 2001. With the 
annual funding allocation for 609 bands 
decreasing from $5.9 million in 1996-97 
to $4.0 million in 2000-01, it may have 
been too ambitious to expect an outcome 
of complete self-reliance at the end of five 
years. 


6.66 The complementary roles and the 
clear specification of functions, 
responsibilities and processes have 
contributed to an effective working 
relationship between the two signatory 
departments and with the key 
stakeholders. Several participants 
suggested that this program delivery 
model could be applied to other First 
Nations programs. If it is, such programs 
need to ensure that they clearly reflect the 
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priorities of Aboriginal people and 
acknowledge the complex and shifting 
relationship between First Nations, 
government and Canadian society. 


Buying “Green” in the Federal 
Government 


Procurement has significant 
environmental and economic 
consequences 


6.67 Governments around the world 
have recognized that they can promote 
sustainable development by reducing their 
consumption and by creating a demand for 
goods and services that have a reduced 
impact on the environment. In Canada, 
federal expenditures for goods and 
services that could be subject to some 
level of “greening” exceeded $14 billion 
in 1998—99 (see Exhibit 6.5). 


6.68 There are substantial direct 
environmental benefits possible from 
greening federal procurement; these 
include reduced energy use, water 
consumption, solid waste generation and 
emissions. By buying goods and services 
that do not contain harmful substances, 
the federal government can lower the 
costs of hazardous waste disposal, 
minimize the risks and costs associated 
with spills, and reduce potential liabilities 
from contaminated sites. Given that the 
federal government is the single largest 
purchaser in Canada, it can also help set 
the standards for other public sector and 
private sector buyers. 


6.69 The federal government will not 
get the best value for its purchases unless 
departments take a co-ordinated approach, 
making effective use of standing offers 
and volume discounts. Procurement 
officers and potential suppliers must 
receive a Clear and consistent message. In 
our view, central co-ordination is required 
to realize these economies of scale and to 
avoid inconsistency. 


6.70 This case study examines how 
departments have worked together to 


Monitoring of results is 
needed at both the 
program and individual 
project levels. 


Central co-ordination 
is required to realize 
economies of scale 
and to avoid 
inconsistency. 
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Exhibit 6.5 


reduce the environmental impact of their 
purchases. Procurement is an issue for all 
federal departments; however, in our audit 
work we focussed on three key players: 
the Treasury Board Secretariat, Public 
Works and Government Services Canada, 
and Environment Canada. 


The federal government has made 
repeated attempts to co-ordinate 


6.71 Environmental Choice 
Program. There have been several 
attempts over the past decade to promote 
the adoption of green procurement within 
federal departments and agencies. In 
1988, Environment Canada began the 
Environmental Choice Program, a 
program to help purchasers identify which 
products were “green” by marking them 
with the EcoLogo!™ symbol. In 1995, an 
independent firm was contracted to 
deliver the program. This program has the 
potential to assist co-ordination by 
providing a common basis for selection by 
federal procurement officers. While 
progress has been made in certifying a 
broad range of products, the overall use of 
EcoLogo™ products has been quite 
limited. 


6.72 Environmental stewardship. As 
part of the 1990 Green Plan, the federal 
government introduced the Code of 
Environmental Stewardship to, among 
other things, “ensure that environmental 
considerations are integrated into 
purchasing policies and practices.” The 
Office of Federal Environmental 
Stewardship, a key co-ordination 
mechanism for implementing the Code, 
was Closed in 1997. 


6.73 In 1995, the Federal Committee 
on Environmental Management Systems 
was established. An important part of its 
role is to “demonstrate leadership in the 
development and implementation of 
environmental management systems 
which further sustainable development 
and support the commitments of the Code 
of Environmental Stewardship.” The 
Committee has acted as a means for 
departments to exchange information 
about environmental management systems 
and other related issues, but has paid 
relatively little attention to procurement. 


6.74 Environmental Accountability 
Partnership. The Environmental 
Accountability Partnership was an 


Federal Expenditures Potentially Subject to “Greening” 


Expenditure category 


Transportation and communication | 
Professional and special services i 
Rentals | 
Purchased repair and maintenance | 
Utilities, materials and supplies | 
Construction or acquisition of land, buildings or works | 
Construction or acquisition of machinery and equipment 


0 0.5 1.0 15>) 2.0 2H 3.0 355) 4.0 4.5 
Source: 1998-99 Public Accounts of Canada ($ billions) 
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agreement signed in 1992 between 
Environment Canada and the Treasury 
Board Secretariat to improve 
co-ordination and the exchange of 
information on greening operations. In 
1994, a committee of deputy ministers 
directed the signatories to work with 
departments to establish a work plan for 
green procurement, including clear 
collective goals and indicators. The 
Partnership is no longer functioning. As 
demonstrated by these initiatives, the 
federal government has provided only 
sporadic support for green procurement. 


The lack of co-ordination continues, but 
there are some promising signs 


6.75 Missing and inconsistent 
policies. The current Treasury Board 
guidelines for procurement offer very 
general guidance about including 
environmental factors in purchasing 
decisions. Some departments have 
recognized that greening their operations 
is “plainly obligatory” and have gone 
beyond the Treasury Board guidelines to 
prepare more detailed procurement 
policies; however, the approaches are 
inconsistent and most departments do not 
have policies. This is clearly an area that 
would benefit from effective 
co-ordination. 


6.76 Inconsistent priorities and 
targets. We reviewed the first sustainable 
development strategies and found that 82 
percent of departments included 
objectives and actions for green 
procurement. Actions included developing 
purchasing guides, outlining procedures 
and protocols, and preparing resource 
information and tools. Departments have 
identified different priorities and targets, 
and the lack of co-ordination poses a 
significant risk of unnecessary and 
wasteful duplication across departments. 


6.77 Unclear roles and 
responsibilities. We found that no 
department sees itself as the lead 
organization for developing a more 
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consistent and coherent federal approach 
to “green” procurement. From the 
perspective of departments, the Treasury 
Board Secretariat’s role is to establish a 
strategic vision for the government. At a 
workshop in 1998, departments concluded 
that success depended on strong 
leadership in central policy development 
and co-ordination. In contrast, according 
to its officials, the Treasury Board 
Secretariat’s role is one eee — The federal 
assisting lead departments in clarifying government has 
expected outcomes and advising on the ided only sporadic 
co-ordination process. From the REC OnViSR 
perspective of the Treasury Board support for green 
Secretariat, Environment Canada should 
be leading on this issue. Without clear 
accountability, there is a significant risk 
that nothing will be done. 


procurement. 


6.78 In Chapter 2 of this Report, we 
reviewed the progress of departments on 
greening all aspects of their operations. 
We documented several critical issues, 
including the lack of leadership, 
inconsistent approaches across 
departments, and incompatible measures 
of progress. 


6.79 New initiatives. Four separate 
initiatives were launched in 1999 that 
could lead to progress on green 
procurement. First, as part of the 
commitment to reduce greenhouse gas 
emissions, paneer: Canada and The lack of 

Natural Resources Canada are leading a co-ordination poses a 
federal “house in order” effort to eee : 
implement purchasing that considers Significant risk of 


energy efficiency and greenhouse gas unnecessary and 
implications. This includes purchases of ops 
“green” power. Second, as part of wasteful duplication 
co-ordinated planning for sustainable across departments. 
development, Public Works and 

Government Services Canada is leading 

an initiative for sustainable government 

operations that includes consideration of 

procurement. Third, the Treasury Board 

Advisory Committee on Contracting has 

recommended the formation of an 

interdepartmental working group to 

explore ways to advance sustainable 

development through green procurement. 
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There is a lack of clear 
overall direction and a 
lack of mutually 
agreed-upon roles and 
responsibilities. 


Exhibit 6.6 


Targets for “Green” 
Procurement in the United 
Kingdom 


Source: Department of the 
Environment, Transport and the 
Regions, United Kingdom 


Finally, Public Works and Government 
Services Canada has contracted with an 
Aboriginal firm for the development of an 
environmental information service. The 
service will be owned and maintained by 
the contractor and will provide 
information on suppliers of goods and 
services typically purchased by the federal 
government. 


6.80 Despite these new initiatives and 
their potential impact, fundamental 
problems remain. There is a lack of clear 
overall direction and a lack of mutually 
agreed-upon roles and responsibilities. 
The time lines are short, different 
departments are leading separate and 
overlapping processes, and reporting 
structures vary. It appears that some key 
lessons from past efforts have not been 
learned. In our view, these new initiatives 
will be unlikely to succeed unless there is 
effective co-ordination, led by the 
Treasury Board Secretariat. No other 
organization combines a government-wide 
perspective with the potential to influence 
departmental operations. 


6.81 The Treasury Board Secretariat 
should co-ordinate and support 
implementation of a government-wide 
strategy for green procurement, with 
clear, time-bound targets and a shared 
reporting framework. 


Treasury Board Secretariat’s response: 
The Treasury Board Secretariat (TBS), 
through its Advisory Committee on 
Contracts, established an 
interdepartmental working group in 
September 1999 to examine the needs of 
the federal government in this area and 
recommend a common basis for moving 
forward. It must be recognized that this 
initiative is a collaborative one and that 
TBS will develop appropriate policies or 
guidance in accordance with the findings 
and recommendations of the Committee 
and in consultation with all departments. 


6.82 Progress in other countries. In 
Canada, departments point to obstacles to 
environmentally sound purchases. These 
include the possible implications for 
international trade agreements, the need to 
define “green” and to understand the cost 
implications, and the need for access to 


In 1999, the Department of the Environment, Transport and the Regions (DETR) in the United 
Kingdom established a comprehensive “greening government operations” policy to be followed by 
departmental staff. This policy has clear objectives, roles and responsibilities, timelines, and 
monitoring and reporting requirements. The sharing of information and lessons learned is also a 


requirement under the policy. 


The policy sets clear and measurable targets in several areas, including the following: 


Energy 


e Reduce by 20 percent from 1990-91 levels by March 2000. 


e Buy a minimum of 10 percent of electricity from renewable sources by March 2002. 


Waste 


e Recover a minimum of 40 percent of total office waste with at least 25 percent coming from 


recycling or composting by 2000-01. 


e Increase the amount recovered and recycled by 10 percent each year to achieve 70 percent 


recovery or recycling in 2003-04. 
Paper 


e Buy 100 percent recycled paper comprising at least 80 percent genuine post-consumer waste 
and use this for all work not requiring specialist papers. 


The policy identifies the division within DETR that will co-ordinate and promote the policy and 
will publish an annual progress report. The progress report will be available on the DETR Web site 


and will be made available to all staff. 
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the necessary information about products. 
Other countries, such as the United States 
and the United Kingdom, have made 
progress despite similar obstacles. For 
example, the Department of the 
Environment, Transport and the Regions 
in the United Kingdom has committed to 
detailed targets for greening its 
procurement (see Exhibit 6.6). In the 
United States, the Office of the Federal 
Environmental Executive has been 
tracking compliance since 1992 with the 
requirement to spend federal funds on 
recycled goods (including paper, building 
insulation, oil and tires). 


Negotiating a Biosafety Protocol 


Countries have negotiated a new 
protocol to protect biodiversity 


6.83 On 29 January 2000, after 10 
long days of debate, negotiation and 
compromise in Montreal, delegates from 
138 countries agreed to an important new 
protocol under the Convention on 
Biological Diversity. This contrasted with 
the situation less than a year earlier in 
Cartagena, Colombia, where the 
representative for the Canadian delegation 
announced that Canada and a small group 
of other countries did not agree with the 
proposed text of the protocol and the 
formal talks were suspended. 


6.84 The protocol in question was the 
Biosafety Protocol. The objective of the 
Protocol is to set international rules for the 
transboundary movement of living 
genetically modified organisms that may 
adversely affect the conservation and 
sustainable use of biodiversity. The 
Protocol is based on the concept of 
advanced informed agreement, in which 
countries will consider the potential for 
adverse impacts on their biodiversity 
before they import a living genetically 
modified organism for introduction into 
the environment. While the Protocol is 
intended to reduce environmental impacts, 
it could also restrict international trade, 
depending on how it is implemented. 
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6.85 For this case study, we examined 
the interdepartmental working group that 
was established to develop Canada’s 
negotiating position for the latest meeting 
at Montreal and for earlier meetings. 
(Chapter 2 of our May 1998 Report 
outlined the process for preparing an 
international negotiating position.) The 
working group was co-chaired by 
Environment Canada and the Department 
of Foreign Affairs and International Trade. 
More than 12 departments and agencies 
were involved in the working group; 
however, we focussed on the key players 
(Department of Foreign Affairs and 
International Trade, Environment Canada, 
Agriculture and Agri-Food Canada, 
Canadian Food Inspection Agency, 
Industry Canada, Health Canada, Natural 
Resources Canada, and Fisheries and 
Oceans). 


The Biosafety 
Protocol, while 
intended to reduce 
environmental 
impacts, could also 
restrict international 
trade. 


Departments worked with very high 
stakes, uncertainty and conflicting 
perspectives 


6.86 Potential economic impacts. 
Exports are a major source of revenue for 
Canadian farmers, accounting for 

$22.6 billion of sales in 1998. Genetically 
modified crops constituted a relatively 
small proportion of this amount (roughly 
$840 million or four percent); however, 
because Canada’s bulk commodity 
handling and transportation system is not 
currently equipped to segregate 
genetically modified varieties from the 
non-modified varieties, all exports of 
those crops ($2.8 billion) could have been 
affected. For some crops, the proportion of 
the total harvest coming from genetically 
modified varieties has grown dramatically 
(see Exhibit 6.7). For other crops, such as 
wheat and barley, there are no genetically 
modified varieties that are commercially 
grown, although research is under way to 
create such strains. Canada’s current 
agricultural policy calls for a rapid 
increase in exports, and biotechnology 
could play a key role in meeting this 
objective. 
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6.87 Potential environmental risks. 
The potential environmental risks 
associated with the movement of living 
genetically modified organisms arise from 
the possibilities of imported organisms 
breeding with native species, invading 
habitat and competing with existing 

; ‘ species, and promoting herbicide 

There is a high level of ee The major Concern is for 


uncertainty about both developing countries with weak or 
: nonexistent regulatory systems. The 
the potential 


magnitude of the risk will depend on the 
environmental risks nature of the traits introduced and how 
regulatory systems in the importing 


and the potential countries are implemented. 


impacts on trade of the 6.88 International reputation at 


Biosafety Protocol. stake. Since 1992, Canada has played a 
key role in the Biodiversity Convention, 
facilitating the agreement, ratifying it 
early, and providing the location for the 
Biodiversity Convention Secretariat in 
Montreal. 


6.89 Uncertain consequences. There 
is a high level of uncertainty about both 


Exhibit 6.7 


Area of Genetically Modified Canola Grown in Canada 


Area (million hectares) 


6- 
4- 
De 
0- a 


1996 1997 1998 1999 


Canada is one of the three largest exporters of genetically modified crops. The 
primary genetically modified crops are canola, soybeans, corn and potatoes. Canola 
is the largest in terms of area and value, but all four have demonstrated rapid 
increases in area planted. The estimated area for 1999 of genetically modified canola 
corresponds to 77 percent of the total area planted to canola. 


Source: Agriculture and Agri-Food Canada 


the potential environmental risks and the 
potential impacts on trade of the Biosafety 
Protocol. Federal departments had to work 
together to make policy choices in the 
face of these uncertainties. 


6.90 Conflicting perspectives. The 
nature of this issue brought departments 
into conflict. Environment Canada has a 
mandate to co-ordinate “the policies and 
programs of the Government of Canada 
respecting the preservation and 
enhancement of the quality of the 
environment’, and the Department leads 
on implementation of the Biodiversity 
Convention. On the other side, Industry 
Canada’s legislation calls on it to 
“increase the international 
competitiveness of Canadian industry, 
goods and services.” The objectives of the 
new Canadian Food Inspection Agency 
are to facilitate trade in food, animals, 
plants and their products and “‘to 
contribute to the continuing health of 
animals and plants for protection of the 
resource base.” The Department of 
Foreign Affairs and International Trade 
has a mandate to “foster the expansion of 
Canada’s international trade and 
commerce”, including by “improving the 
access of Canadian produce, products and 
services into external markets through 
trade negotiations.” It is also responsible 
for conducting and managing Canada’s 
international relations. The mandate of 
Agriculture and Agri-Food Canada is to 
help the agricultural sector maximize its 
contribution to Canada’s economic and 
environmental objectives, and the 
Department has promoted agricultural 
exports. 


6.91 While respecting the 
environmental objectives of the Biosafety 
Protocol, the final negotiating position at 
both Cartagena and Montreal strongly 
reflected Canada’s trade concerns. Our 
concern is not about the conflicting 
perspectives of departments and the 
resulting debate, but rather with how the 
process was managed. 
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“Sawing through thick boards” 


6.92 Unlike most other countries, 
Canada has taken an inclusive approach to 
developing its negotiating position. At the 
meetings in Cartagena, Canada had a 
larger and more broadly based delegation 
than almost all of the 130 countries 
participating in the meeting. Over 40 
percent of the other countries were 
represented by a single individual from an 
environment ministry. The Canadian 
delegation included representatives with 
the perspectives of environmental 
protection, regulatory systems, trade 
policy, health concerns, and agricultural 
producers. In addition, the working group 
sought the input of external stakeholders 
through advisory groups, and included 
stakeholder representatives in the official 
delegation. 


6.93 Difficult and demanding 
process. Participants described the 
interdepartmental process as long, difficult 
and tense. They told us of frequent, 
day-long meetings, especially as the final 
deadlines approached, making it hard to 
consult within departments and develop 
alternatives. At the same time, 

participants did not always have the 
“luxury of time to listen to one another”, 
nor the incentive to adopt a corporate 
perspective as opposed to negotiating 
from narrow departmental views. Relevant 
documents were sometimes available only 
just before meetings, allowing little time 
for review. 


6.94 Several other factors contributed 
to the difficulty of the process. 
Participants said that there was often a 
lack of strategic focus to the discussion; 
while the overall goal was clear, the steps 
to get there were not. We were told that 
agendas were sometimes not used or not 
adhered to. For some issues, participants 
did not agree on the basic scientific or 
trade policy facts. Uneven participation by 
key players and a high turnover rate also 
disrupted the dynamics of the group. 
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6.95 Dispute resolution. Participants 
also told us that disputes within the 
working group were not always resolved 
effectively. A lack of senior management 
attention hampered dispute resolution, 
especially in the early stages of the 
group’s work. In some instances, disputes 
among departments went from the senior 
analysts in the working group directly to 
their ministers. In the period leading up to 
the successful conclusion of international 
negotiations, the involvement of deputy 
ministers did promote a more flexible 
Canadian position. Central agencies 
facilitated the final agreements that were 
reached prior to the Cartagena and 
Montreal meetings, in particular by 
involving senior political levels. 


Participants described 
the interdepartmental 
process as long, 
difficult and tense. 


The conflict stems from the tension 
between trade and environmental 
agendas 


6.96 This particular case study 
illustrates a larger concern for the federal 
government. Conflicts between 
environmental and trade policy objectives 
are likely to increase. The scope and 
number of international environmental 
agreements are growing (see our May 
1998 Report, Chapter 2). Negotiators have 
looked to trade measures as a key tool to 
make these agreements effective. The 
scope of trade agreements, such as those 
under the World Trade Organization, is 
also growing. 


6.97 In its report prior to the 1999 
Seattle round of negotiations of the World 
Trade Organization, the Standing 
Committee on Foreign Affairs and 
International Trade commented: 


In some instances, 
disputes among 
departments went 
from the senior 
analysts directly to 
their ministers. 


There is little doubt that 
ever-increasing flows of traded goods 
and services and investment impinge 
on the state of the world’s 
environment, affect the quality of 
human and other forms of life, and 
put in question the sustainability of 
prevailing economic patterns of 
production, consumption, and 
exchange. The stakes are very high 
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and the rationale for collective action 
is strong, even if consensus is often 
difficult to achieve. 


6.98 In its response to the 
Committee’s report, the government said 
that the Department of Foreign Affairs and 
International Trade would co-ordinate 
policy formulation through consultation 
with a broad range of departments. While 
the negotiation of the Biosafety Protocol 
was ultimately successful, both 
domestically and internationally, we 
believe a more strategic approach is 
needed — one that can also promote 
effective dispute resolution. 


6.99 Environment Canada and the 
Department of Foreign Affairs and 
International Trade should work 
together to enhance existing 
mechanisms to ensure that Canada’s 
trade and environment agendas support 
each other. These mechanisms should 
address the need for strategic oversight, 
proactive analysis, tracking of 
individual negotiations and dispute 
resolution. 


Joint Environment Canada and 
Department of Foreign Affairs and 
International Trade response: The 
Biosafety Protocol negotiation has 
brought out more clearly than any before 
it the trade-environment dynamics, 
coupled with the need to address 
developing country concerns. This was a 
highly complex negotiation both from the 
perspective of the scientific issues as well 
as the trade and foreign policy concerns. 


The Department of Foreign Affairs and 
International Trade and Environment 
Canada agree that effective 
interdepartmental processes to arrive at 
policy consensus are necessary. Our 
departments are committed to working 
together to enhance existing mechanisms 
to ensure that Canada’s trade and 
environment agendas are mutually 
supportive. 


Assessing the Aquatic Effects of 
Metal Mining 


Regulations are a key tool to protect fish 
habitat 


6.100 The minerals and metals industry 
(including metal fabrication) contributed 
approximately $27 billion to Canada’s 
gross domestic product in 1998 and 
employed over 365,000 Canadians. At the 
same time, the extraction and milling of 
mineral ores from underground and open 
pit mines can generate effluent high in 
acidity and dissolved metals — effluent 
that can kil! fish and adversely affect fish 
habitat. The nature of the impacts varies 
from mine to mine, depending on the 
native ores, the mining technology and the 
surrounding environment. 


6.101 The Metal Mining Liquid 
Effluent Regulations were promulgated in 
1977 under the Fisheries Act to protect 
fish and fish habitat from the potential 
impacts of mining activity. The 
Regulations were developed between 1973 
and 1977 with consultative input from a 
federal-provincial-industry task force. 


6.102 The 1990 Green Plan contained a 
commitment to “update and strengthen” 
the Regulations. In May 1992, 
Environment Canada sponsored a 
workshop to discuss the process for 
revising the Regulations and to seek 
guidance from representatives of all 
groups with a stake in the environmental 
effects of mining effluent. The first phase 
of the revisions was to assess the 
effectiveness of the existing scientific 
basis for the Regulations and recommend 
changes. 


6.103 This case study examined the 
consultative process used to develop 
recommendations for revising the 
Regulations. The process was known as 
the AQUAMIN (Assessment of the 
Aquatic Effects of Mining in Canada) 
process. It was co-chaired by Environment 
Canada and the Mining Association of 
Canada. Four other federal departments 


Report of the Commissioner of the Environment and Sustainable Development — 2000 


and agencies participated (Natural 
Resources Canada, Fisheries and Oceans, 
Indian and Northern Affairs Canada, and 
the Atomic Energy Control Board). In 
addition, provincial officials, mining 
industry officials representing the Mining 
Association of Canada, environmental 
groups and First Nations organizations 
contributed their expertise and 
perspectives. 


Good planning and a neutral secretariat 
facilitated achieving objectives 


6.104 A solid plan. The process began 
in June 1993 with a planning meeting to 
solicit stakeholder input on the design of 
the process. Through the meeting, 
participants established clear objectives 
and a schedule, scope and process for 
conducting the science assessment. The 
meeting laid a solid planning base for the 
remainder of the process, clearly 
identifying the roles and responsibilities of 
the different players. The process also 
allowed sufficient time to build trust 
among the participants. 


6.105 A series of working groups was 
struck, addressing the necessary elements 
of the science assessment that was to be 
the basis for recommending changes. 
Federal departments and agencies 
participated in the working groups as well 
as in the steering group that oversaw the 
process. Working group members 
produced the necessary scientific 
summaries from the different regions of 
the country, reflecting the different mining 
conditions. A multi-stakeholder workshop 
brought together the scientific work and 
clarified the possible recommendations, 
which were input to two other working 
groups charged with preparing final 
recommendations (see Exhibit 6.8). The 
objectives of the process were achieved 
and all participants supported the package 
of recommendations in the final report of 
April 1996. 


6.106 Neutral secretariat. Several 
factors contributed to this success. 
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Environment Canada provided an 
effective secretariat — one that 
participants viewed as neutral and that 
focussed on sharing information and 
project management. The Environment 
Canada co-chair for the process had a 
scientific and monitoring background, 
which contributed to a perception of 
neutrality and to acceptance by 
participants. The inclusion of a co-chair 
from the Mining Association of Canada 
led to greater industry acceptance of the 
final recommendations. 


6.107 Other federal departments were 
also instrumental. For example, because 
of their past work and good relations with 
the mining industry representatives, 
Natural Resources Canada officials were 
able to play a bridging role between 
Environment Canada and the industry on 
several more difficult issues. In addition, 
there was good co-ordination between the 
science assessment of the environmental 
effects of mining and the parallel work by 
Natural Resources Canada on developing 
effluent control technologies and 
evaluating ways to assess the impacts of 
effluent. 


6.108 Effective dispute resolution. 
Disputes were resolved largely within the 
working groups and the multi-stakeholder 
steering group. There were instances, 
however, when working groups were 
unable to resolve differences internally. 
They then followed the steps outlined in 
the terms of reference for the consultation 
process, taking the issue first to the group 
acting as an umbrella for the working 
groups. If resolution was not possible 
there, they then turned to the steering 
group for the overall AQUAMIN process. 
Outside help was used to address some 
disputes that were not resolved by the 
steering group. For example, when the 
first draft of the final report was released, 
there were several issues on which 
stakeholders could not agree. A 
professional facilitator worked with 
participants to uncover the real issues and 
propose avenues for solution. 


The process to update 
the Metal Mining 
Liquid Effluent 
Regulations began by 
asking stakeholders 
for their input. 
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6.109 Federal officials agreed on most 
issues; however, there were some cases 
where they openly disagreed. For 
example, Environment Canada and 
Fisheries and Oceans supported a 
requirement for nonacutely lethal effluent 
and confined mine tailings. Natural 
Resources Canada disagreed. Beyond the 
many discussions among federal officials, 
there was no attempt to reach a common 


There were some 
cases where federal 
Officials openly 


described in our audit of toxic substances, 
reported in May 1999, where “the 
behaviour demonstrated by some 
departments is a major impediment to the 
effectiveness of federal programs.”) 


6.110 Sufficient resources. 
Departments contributed not only through 
the participation of their officials but also 


disagreed. 2 financially. The four major departments 
federal position on the recommendations. (eave edt Ganade ritira Rocotere 
Given the emphasis on scientific debate in i 

; : Canada, Fisheries and Oceans, and Indian 

the process leading to recommendations 
for regulatory changes, we concluded that and Northern Affairs Canada) shared most 
open disagreement among federal officials of the costs ($435,000 over three years). 
on scientific and technical issues within The Mining Association of Canada 
their areas of expertise actually helped contributed 22 percent of the total cost, 
support an open and credible process. reflecting its stake in a workable set of 
(This situation contrasts with that recommendations. 

Exhibit 6.8 


A New Co-operative National 
Environmental Protection 


include three components: 


The process examining the regulations for metal mining effluent led to several recommendations. 
One was that a co-operative national environmental protection framework be implemented and 


Framework 


Source: Assessment of the 
Aquatic Effects of Mining in 
Canada: AQUAMIN, Final 
Report, 1996 


Metal Mining Liquid Effluent Regulations*: federal regulations to ensure a consistent, minimum 
quality of effluent being discharged to aquatic ecosystems. 


Site-specific requirements: more stringent site-specific requirements that may be necessary to 
ensure adequate protection of some aquatic ecosystems. 


Environmental effects monitoring: a feedback loop providing information to decision-makers and 
the public regarding the effectiveness of both environmental protection measures and long-term 
regulatory strategies. 


Effective implementation of all three components of the framework is essential to achieve the 
overall objective. Monitoring of compliance and environmental effects could lead to the study of 
possible corrective actions. The relationship among the components is illustrated below. 


MMLER?*: Si ifi 
Federal effluent |>——__—__- ies eB ee a 
aad requirements 


a i: 


Environmental 
effects 
monitoring 


Compliance 
monitoring 


a pe 
Study possible 
corrective 


actions 
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Lessons were learned from past 
experience 


6.111 The process selected for the 
science assessment reflected the lessons 
learned by Environment Canada and 
Fisheries and Oceans following the 
introduction in 1990 of a program for 
monitoring the environmental effects of 
pulp and paper mills. There was little 
consultation prior to the announcement of 
that program. Industry stakeholders felt 
that the information demands and the 
costs of compliance were excessive and 
not justifiable. In response, senior officials 
at Environment Canada had to intervene 
and begin a stakeholder consultation 
process. 


6.112 Environment Canada still faces 
important challenges in implementing the 
recommendations. The lead responsibility 
has moved within the Department, 
bringing in new people and group 
dynamics. Participants in the original 
working groups have high expectations 
that the recommendations made in the 
final report will be respected in the 
implementation phase. This situation 
points to the need for effective 
intradepartmental co-ordination as an 
essential complement to good 
interdepartmental co-ordination. 


Working Together on Sustainable 
Development Strategies 


Departments had problems 
co-ordinating on their first try 


6.113. Two major co-ordination 
challenges. Under the amendments to the 
Auditor General Act in 1995, departments 
are required to prepare sustainable 
development strategies and update them 
every three years. With the first strategies, 
which were tabled by December 1997, 
departmental officials had to confront new 
and unfamiliar demands. They had to 
struggle with the challenge of 
co-ordination within their departments, 
ensuring that each part of the department 
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understood the implications of sustainable 
development for its own activities. They 
also had to collaborate with other 
departments to ensure that there was a 
common approach to shared issues. 


6.114 Departments did not co-ordinate 
effectively in some important ways. They 
presented inconsistent views of 
sustainable development. The areas they 
identified as needing co-ordination were 
not mutually acknowledged. Except for a 
few limited examples, they did not 
co-ordinate their consultation efforts (see 
our May 1999 Report, Chapter 2). As a 
result, different departments often 
consulted the same representatives of 
interest groups on related issues. Where 
departments did work together, the efforts 
were ad hoc and based on the initiatives of 
committed individuals, rather than on 
senior management direction. 


6.115 For this final case study, we 
examined the Interdepartmental Network 
on Sustainable Development Strategies 
and the role it played in laying a base for 
the second round of sustainable 
development strategies. The Network was 
established in 1996 and has served 
departments by creating a forum for 
information exchange, discussion and 
consultation. It continues to be a primary 
mechanism of interdepartmental 
co-ordination for sustainable development 
strategies. All of the departments and 
agencies that have prepared sustainable 
development strategies have participated 
in the Network at one time or another. 
Environment Canada acts as the chair and 
secretariat. 


Co-ordination has improved in the 
second round 


6.116 Partly in response to comments 
from the Commissioner of the 
Environment and Sustainable 
Development, there is greater emphasis on 
interdepartmental co-ordination in the 
second round of strategies, to be tabled by 
December 2000. Departments are working 
on some obvious areas of overlap. The 


Environment Canada 
still faces important 
Challenges with 
implementing the 
recommendations for 
revising the Metal 
Mining Liquid Effluent 
Regulations. 


With the first 
sustainable 
development 
Strategies, 
departments did not 
co-ordinate effectively 
in some important 
ways. 
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A key factor in the 
second strategies has 
been increased senior 


management attention. 


The success of the 
voluntary 
Interdepartmental 
Network on 
Sustainable 
Development 
Strategies depends on 
committed and 
experienced 
individuals. 


Network has provided a focus and 
showcase for these efforts, as well as 
trying to address a longer-term strategic 
agenda. 


6.117 Stronger senior management 
support. A key factor in this second round 
of strategies has been increased senior 
management attention. The 12 October 
1999 Speech from the Throne highlighted 
environmental quality. The Sustainable 
Development Co-ordinating Committee, a 
committee of deputy ministers from 14 
departments, has helped bring focus to 
some of the interdepartmental efforts and 
is NOW overseeing a co-ordinated planning 
approach to eight sustainable development 
themes. 


6.118 Co-ordination on consultation. 
With the support of the Privy Council 
Office and on behalf of the federal 
government, the National Round Table on 
the Environment and the Economy 
convened a government-wide consultation 
on 4 April 2000, in Ottawa. Discussions 
centred on broad sustainable development 
issues, including the eight theme areas 
mentioned in the previous paragraph. 
Smaller groups of departments are 
considering how to co-ordinate their 
consultations around specific issues. 
Indian and Northern Affairs Canada is 
leading an effort to prepare a federal 
sustainable development strategy for 
northern Canada and consultation is a key 
part of this effort (see Exhibit 6.9). 


6.119 Other initiatives under way. 
Under the Network’s umbrella, 
departments have prepared a common 
framework for organizing their sustainable 
development strategies. Few departments 
have so far committed to using the 
framework, but it could help departments 
identify areas of policy overlap and 
inconsistency. As a second initiative, in its 
sustainable development strategy Human 
Resources Development Canada 
committed itself to “help define the social 
dimensions of sustainable development.” 
Other departments, notably Canadian 


Heritage, have led the attempt to jointly 
clarify the social and cultural aspects of 
sustainable development. 


The Network must grapple with 
continuing challenges 


6.120 A commitment threshold. The 
success of this voluntary network depends 
on committed and experienced individuals 
and the Network’s ability to provide 
continuing value to its members. 
Individuals and departments are free to 
choose at what level of seniority, 
authority, frequency of attendance, level 
of engagement and financial commitment 
they will participate. There is no means, 
however, of requiring departments to 
follow through on their commitments. 
While providing a needed forum for 
information exchange, this mechanism is 
not as well-suited to a more formal, 
task-oriented form of co-ordination such 
as ensuring that all departments 
co-ordinate their consultations. 


6.121 Unclear reporting relationships. 
Federal departments have formed 
committees at different management 
levels to address a variety of 
environmental and sustainable 
development issues (see Exhibit 6.10), but 
the reporting relationships have not yet 
been well defined. For example, although 
the Network has close links with the task 
force of assistant deputy ministers, it does 
not formally report to a senior committee. 
This creates a risk of duplication and gaps, 
and results in a lack of accountability. 


6.122 Unequal cost sharing. 
Environment Canada, as secretariat for the 
Network, bears most of the costs of 
managing the process. It has played a key 
role in building trust among participants, 
although with the present structure, the 
Network’s success depends on 
Environment Canada to donate the 
necessary resources. Resources could also 
come from other departments. 


6.123 High turnover. Uneven 
participation and turnover have hampered 
effective functioning. We estimated that 
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only one third of current participants in through related committees will be 

Network meetings had experience with the __ essential to managing the decentralized 

first round of sustainable development approach the government has taken to 

Strategies. Some departments have no staff sustainable development. If the federal 

with such experience. Turnover has three government moves to a more integrated Ae ae 
possible consequences: it requires time to approach, alternative mechanisms for Uneven parvernaton 
brief newcomers during meetings; it co-ordination may need to be considered. and turnover have 
reduces the quality of discussion because : 
participants do not have the relevant Learning the Lessons hampered effective 
background; or it requires departments (or functioning. 
committees) to maintain detailed records Common themes emerge from the case 

and track lessons learned. studies 

6.124 Overall, we believe that 6.125 The cases we examined cover a 

co-ordination through the Network and range of different mechanisms for 


~7—-—ere———— 


Consultation on the first strategies Exhibit 6.9 
In February 1996, Indian and Northern Affairs Canada recognized that its sustainable development A Federal Sustainable 
strategy needed “to be developed in a joint, cost-shared consultation approach in co-operation Development Strategy for the 
with other federal departments.” During the first round of strategies, several departments (Indian North 


and Northern Affairs Canada, Environment Canada, Fisheries and Oceans, Natural Resources 
Canada, Canadian Heritage and National Defence) co-ordinated their consultation efforts in the 
North. The report from the consultation concluded, “Each department is developing its own 
Strategy, apparently with little or no co-ordination.” There was strong support for an “integrated 
northern strategy that looked at all resources holistically.” 


Working toward an integrated federal strategy 


In its first sustainable development strategy, Indian and Northern Affairs Canada established a 
target of developing a federal government sustainable development strategy for northern Canada. 
The first interdepartmental meeting was held on 18 February 1999 and was attended by 
representatives of eight departments or agencies. Departmental representatives prepared a 
sequence of questions highlighting the key decisions to be made about the scope and direction of 
the federal strategy. Through a series of meetings, participants maintained an ongoing record of 
their decisions by answering each question in turn. They also prepared a joint consultation 
document and an inventory of federal activity in the North. The cover of the consultation 
document had the names of 20 departments and agencies. 

Early consultation for the second strategy 


| In November 1999, the first round of consultations was held in Whitehorse, Yellowknife, Iqaluit 
| and Ottawa. Overall, the consultations were a mixed success, but lessons were learned for the 


second round of consultation planned for Spring 2000. 


Key observations 


As this is a voluntary process, its success relies on the commitment of key individuals, strong 
leadership from Indian and Northern Affairs Canada and the willingness of other departments to 
participate, financially and with staff time. Not all departments have participated, or participated 
strongly, even those with significant activity in the North. Consultation participants commented on 
the absence of some key federal departments (for example, Industry Canada and Parks Canada). 


The overall objectives of the process are clear and the roles, while not formally laid out, are well 
understood informally. . 


Source: Office of the 
Auditor General 
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As officials work 
outside of their 
departments, 
accountability cannot 
be assumed; it must 
be documented. 


Exhibit 6.10 
Some Key Interdepartmental 


Committees for Sustainable 
Development 


Source: Environment Canada 


departments to work with one another. 
The cases reflect different stages of policy 
development and implementation, 
extending from “green” procurement 
policy to implementation of the First 
Nation Forestry Program. Despite this 
variety, we were struck by the similarities 
and common themes. 


6.126 Who does what. We observed in 
all the case studies that clear objectives 
and mandates improved departments’ 
ability to collaborate effectively. The 
absence of clear objectives and 
well-defined roles and responsibilities 
leads to problems. As officials move 
outside of the traditional and 
well-understood confines of their 
departments, they need to be much more 
explicit about the objectives and roles. 
Accountability cannot be assumed; it must 
be documented. Senior managers need to 


set appropriate goals and parameters for 
working with other departments. 


6.127 Explicit objectives and roles, in 
turn, provide a solid foundation for good 
management. Without clear goals, it is not 
possible to manage toward them and 
report on progress. Without clear roles, it 
is not possible to hold individuals and 
organizations to account. We observed 
that all of these elements are essential to 
predictably achieving the intended results. 


6.128 Neutral leadership. In most of 
the cases we examined, a neutral 
secretariat, an impartial chair, or the 
strong involvement of a central agency 
was crucial for maintaining trust among 
participants, effective leadership and good 
dispute resolution. The exception to this 
was the memorandum of understanding 
underlying the First Nation Forestry 
Program, which established a very 


Deputy Ministers 


Sustainable Development Co-ordinating Committee — The federal government’s senior forum on 
sustainable development, with a broad management and co-ordination mandate. 


Assistant Deputy Ministers 


Memorandum of Understanding on Science and Technology for Sustainable Development — This 
committee oversees the research co-ordinated among five departments (Agriculture and Agri-Food 
Canada, Environment Canada, Fisheries and Oceans, Health Canada, and Natural Resources 


Canada) on sustainable development issues. 


Task Force on Sustainable Development — Originally created to provide input to the Speech from 
the Throne, the Task Force now acts as a “shadow” committee for the Sustainable Development 


Co-ordinating Committee. 


Policy Research Initiative Steering Committee — This committee oversees the long-term research 
program on sustainable development under the Policy Research Initiative. 


Working Level 


Interdepartmental Network on Sustainable Development Strategies — The key vehicle for 
promoting interdepartmental co-ordination on horizontal sustainable development issues (see text). 


Federal Committee on Environmental Management Systems — A forum for discussion and 
co-ordination of crosscutting issues related to environmental management systems. 


Performance Measurement for Sustainable Government Operations — A mechanism for 
departments to work toward shared performance measures for their operations (see our May 1999 


Report, Chapter 8). 


Other groups have been created to address issues such as climate change, toxic substances, water 
conservation, contaminated sites, training, fleet management, environmental assessment and 


procurement. 
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well-defined and complementary 
arrangement between two departments. 


6.129 Clear benefits. Co-ordination 
demands time and resources. Departments 
(and other organizations) must anticipate 
sufficient benefits to outweigh the costs. 
They must also be willing to contribute 
sufficient resources to ensure that the 
co-ordination happens. A recurring 
challenge we noted was to create the 
incentives (money, recognition and 
information) for participating individuals 
and organizations to co-ordinate their 
efforts. 


6.130 No one success factor is 
absolutely essential. A recent publication 
on horizontal management for the 
Canadian Centre for Management 
Development noted, “As is so often the 
case, co-ordination (or any other virtue) 
may be achievable without special 
mechanisms if there is the will to 
co-ordinate, but no mechanism is 
sufficient if there is an absence of will.” 
Ultimately, it comes down to committed 
and effective individuals — and the 
incentives they have to work together. 


What departments are doing to learn 
from their experience 


6.131 Mechanisms to learn from 
experience, through program evaluations, 
regular monitoring, and good 
intradepartmental communication, permit 
departments to tailor their programs and 
initiatives to avoid the major pitfalls of 
previous initiatives. In each case study, 
there was previous experience (earlier 
programs, program evaluations, or a long 
history) to draw on. Sometimes this was 
done effectively, and sometimes not. Most 
of the learning we observed was ad hoc, 
depending on the individuals involved. 


6.132 Federal departments are in a 
long-term relationship with one another. 
In all the cases we considered, the policy 
issues extended back many years. This 
continuity creates an opportunity for 
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individuals to build trust across 
departments; they may work together on 
several related files. It also creates a 
challenge for knowledge management, 
providing a way for newcomers to learn 
the critical elements of the relevant files 
and managing turnover well. 


6.133 In our view, there are four main 
steps that departments can take to learn 
from their successes and their failures. 
First, effective participation in external 
co-ordination efforts relies on good 
intradepartmental co-ordination to provide 
information, to ensure policy consistency 
and to obtain sufficient resources. 
Co-ordination within departments needs to 
happen at all management levels. Second, 
departments need to ensure that internal 
reports describe the situations in enough 
detail that others can learn from them. 
Third, departments need to plan for 
turnover. This has implications for 
intradepartmental briefing and for file 
management. Finally, departments need to 
share their experiences, good and bad, 
bilaterally with other departments. 


Most of the learning 
we observed was 
ad hoc, depending 
on the individuals 
involved. 


What central agencies are doing to help 
departments 


6.134 Central agencies were not 
involved in some cases we observed; in 
others, they played constructive roles, 
offering perspective and experience. In 
one case (green procurement), they did 
not support good co-ordination. The 
federal government as a whole has not 
learned and communicated in any 
systematic way the key lessons from these 
attempts to co-ordinate. 


6.135 Good interdepartmental 
co-ordination is limited by the fact that 
departments cannot compel other 
departments to act, but must use 
persuasion and negotiation. This means 
that arriving at a corporate “Government 
of Canada” perspective may require the 
involvement of central agencies. As one 
Clerk of the Privy Council stated, “Central 
agencies owe it to departments to support 
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Central agencies and 
departments can be 
much more explicit 
about the guidance 
needed and the 
lessons learned. 


their efforts and act decisively in areas 
requiring corporate attention.” 


6.136 Who is responsible for ensuring 
that good co-ordination happens? The 
Privy Council Office has a key role in 
ensuring policy co-ordination and has 
provided guidance for selected aspects of 
departmental co-ordination. The Treasury 
Board Secretariat, through its control and 
oversight of many aspects of government 
operations, is uniquely placed to offer 
direction and advice on management 
issues. 


6.137 In 1995, the Task Force on 
Managing Horizontal Policy Issues 
recommended that the Treasury Board 
Secretariat develop a “best practices” 
guide to interdepartmental co-ordination. 
In our recent review of new governance 
arrangements (Auditor General’s 
November 1999 Report, Chapter 23), we 
recommended that the Treasury Board 
Secretariat identify and communicate the 
elements of a governing framework. We 
believe that many elements of such a 
framework are applicable to situations 
where departments are trying to work 
together. In our view, central agencies and 
departments can be much more explicit 
about the guidance needed and the lessons 
learned. 


6.138 As the Task Force on Managing 
Horizontal Policy Issues recommended, 
the Treasury Board Secretariat should 
prepare a “‘best practices” guide for 
interdepartmental co-ordination. 
Experienced officials in departments 
and central agencies should be 
consulted to ensure that the content is 
realistic and reflects the wisdom of 
those who have worked on horizontal 
files. Once the key ingredients are 
identified, the Treasury Board 
Secretariat and the Privy Council Office 
should prepare a strategy to ensure that 
horizontal initiatives are managed as 
efficiently and successfully as possible. 
This should involve ensuring that the 
principles and elements are well 


understood in departments and that the 
use of the framework is monitored. 


Joint Privy Council Office and Treasury 
Board Secretariat response: The Treasury 
Board Secretariat, as part of its ongoing 
role, is committed to strengthening 
results-based management and tracking 
lessons learned. The annual report on 
government performance, Managing for 
Results, reviews progress in this area as 
well as provides examples of performance 
reporting, across government, on the 
broad range of horizontal issues. 


The Privy Council Office is committed, as 
part of its ongoing advisory and 
facilitative role at all levels of policy 
development, communications and 
consultation, to assist departments in the 
practical and pragmatic application of the 
principles of horizontal management. 


Conclusion 


6.139 Departments have chosen a 
variety of approaches to working with 
other departments to deliver programs, 
develop new strategies, consult with 
stakeholders, achieve consensus on policy 
positions and exchange information. The 
approaches range from formal 
arrangements creating new entities to 
informal, voluntary networks for 
information exchange. 


6.140 In most of the case studies we 
examined, departments had chosen an 
appropriate form for delivering the 
program or developing the policy. Key 
problem areas included unclear or missing 
objectives, poorly described roles, unclear 
accountability, and weak dispute 
resolution tied to lack of senior 
management involvement. Explicit 
descriptions of objectives and roles are 
essential as officials move to work with 
one another on the terrain between 
departments. 


6.141 In most of the case studies, the 
intended results were achieved. The chief 
exception was green procurement. In 
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some cases, the lack of monitoring and 
evaluation plans or information reduces 
Parliament’s ability to determine whether 
the intended goals have been or will be 
attained. It also inhibits effective learning 
from past successes and failures. 


6.142 We believe it is unrealistic to 
expect departments to track in detail each 
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of their horizontal initiatives in order to 
learn the key lessons, especially when 
they are facing high turnover rates. This is 
evidently an area where central agencies 
can add value and support more effective 
management of issues that cut across 
departments; this includes sustainable 
development. There is much work to be 
done. 
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About the Audit 


Objectives 


The overall objective of this audit was to identify the key success factors for federal departments working 
with other departments to address sustainable development issues. The five sub-objectives were to: 


e describe why and how federal departments are co-ordinating with other departments on environment and 
sustainable development; 


e assess whether the co-ordination initiatives are taking a form appropriate to the objectives and intended 
results; 


e assess whether the co-ordination initiatives are achieving the intended results; 
e determine the reasons for the successes or failures of co-ordination initiatives; and 


e determine whether the federal government has learned and communicated the key lessons from attempts 
to co-ordinate among departments. 


Scope 


The audit was built around six case studies. Five of the case studies were selected from commitments that 
departments had made in their first sustainable development strategies — commitments to work with other 
departments. These cases were selected in two phases. In the first phase, we selected cases in which 
co-ordination was necessary to achieve the objectives, significant environmental or economic aspects were 
involved, and the commitment was stated clearly enough to be auditable. In the second phase, we selected 
cases in which an audit could make a positive difference (there were lessons to be learned) and that our Office 
had not audited recently. We chose cases that represented a mix of different types of interdepartmental 
arrangements (for example, bilateral/multilateral, formal/informal, temporary/permanent) and that involved a 
mix of departments. A sixth case, the assessment of the effects of metal mining effluent, was added as a result 
of suggestions made in preliminary interviews. 


Criteria 


The audit criteria addressed three of the sub-objectives. The first and fourth sub-objectives are primarily 
descriptive, so audit criteria were not applicable. 


For the second sub-objective, the primary criteria were clear objectives; participants with relevant knowledge, 
background and authority; clear roles, responsibilities and accountabilities; appropriate management 
structure; sufficient resource allocation; good dispute resolution; availability of information on progress; 
involvement of external stakeholders (if appropriate); and consistency with best practices. 


For the third sub-objective, the primary criteria were whether the description of the objectives provided for 
evaluating success and whether the desired results were achieved. 


For the fifth sub-objective, we looked at whether departments have learned the lessons from past experience 
and applied that knowledge and, where appropriate, central agencies have identified the lessons learned and 
helped apply them to other initiatives by other departments. 
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Approach 


We reviewed relevant literature, analyzed the sustainable development strategies and subsequent progress 
reports, interviewed representatives of participating departments and external stakeholders (117 in total), 
reviewed departmental documents and observed meetings in progress. Our audit work focussed on 12 
departments or agencies: Agriculture and Agri-Food Canada, Canadian Food Inspection Agency, Department 
of Foreign Affairs and International Trade, Indian and Northern Affairs Canada, Environment Canada, 
Fisheries and Oceans, Health Canada, Industry Canada, Natural Resources Canada, Privy Council Office, 
Public Works and Government Services Canada, and Treasury Board Secretariat. 


In government-wide initiatives, such as the Interdepartmental Network on Sustainable Development 
Strategies, we paid particular attention to the co-ordination of networks and committees by the secretariats 
and chairs. 


Given the limited sample size, the audit did not permit us to draw broad generalizations. For example, we did 
not arrive at a definitive list of factors promoting successful co-ordination. Our emphasis was on using the 
cases as illustrative and informative examples. 


Audit Team 


Acting Commissioner: Richard Smith 
Director: Peter Morrison 


Ryan Colley 
Nada Vrany 
Suzanne White 


For information, please contact Richard Smith. 
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Chapter 7 


Co-operation Between Federal, 
Provincial and Territorial 
Governments 
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Co-operation Between Federal, 


Provincial and Territorial 
Governments 


Main Points 


7.1 The shared nature of environmental jurisdiction requires close co-operation between federal, provincial 
and territorial governments. Successful co-operation agreements depend on a mix of subjective and objective 
considerations. The case studies in this chapter demonstrate the importance of relationships where partners build 
and maintain trust between them. They show that leadership and commitment from all parties involved are 
essental as well as public and political support. Finally, they confirm that partners need the discipline to follow al! 
the necessary steps during the life cycle of an agreement. The key to a successful co-operation agreement is 
meeting all or most of these conditions. 


7.2 Before entering into an agreement, prospective partners need to be convinced that the issue is important 
and that a partnership is likely to be the best way of dealing with it. They need to recognize their respective 
jurisdictions and take into account the ability of their potential partners to deliver desired results. As well, they 
need to consult and involve all the organizations whose commitment is essential to achieving the agreement’s 
objectives. If the partners do not meet these conditions, they could still reach an agreement but likely would not 
accomplish desired results. 


7S In designing the agreement, accountability issues between the partners become important. Does the 
agreement specify clear, common or complementary objectives, time frames and expected results as well as clear 
roles and responsibilities? Are there appropriate provisions for co-ordinating, monitoring and reporting 
performance as well as evaluating and modifying the agreement, if necessary? 


7.4 During the implementation of the agreement, partners have to keep their commitments. Each partner 
needs to produce an early action plan that defines clear roles and responsibilities within its own organization and 
that sets targets and time frames. Partners also need to integrate the agreement’s objectives into their policies and 
operations. Finally, partners must co-ordinate activities, monitor results and submit timely and transparent 
progress reports. 


IES Our case studies also provide examples of the “tight-loose” working relationship referred to in Chapter 5 
of this Report. The relationship is one that is “tight” (or strict) on the results that partners have to achieve based 
on intergovernmental agreement and “‘loose” (or lenient) on the way they achieve them in the particular 
circumstances of each jurisdiction. 


Background and other observations 


7.6 The environment — and many other aspects of sustainable development — is a matter of shared 
jurisdiction between the federal and provincial governments. It is not specifically mentioned in the Constitution. 
Rather, both levels of government have constitutional powers over various matters that permit them to pass 
legislation to deal with environmental issues. In our previous reports, we recognized the complexity of managing 
within areas of shared jurisdiction. 


tal This chapter presents five case studies involving federal, provincial and territorial governments working 

together on sustainable development issues: the Eastern Canada Acid Rain Program, the National Forest Strategy, 
the North American Waterfowl Management Plan, the Statement of Commitment to Complete Canada’s Networks 
of Protected Areas, and the Greenhouse Gas Emission Reduction Trading Pilot. 
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Introduction 


7.8 The environment — and many 
other aspects of sustainable development 
— is a matter of shared jurisdiction 
between the federal and provincial 
governments. It is not specifically 
mentioned in the Constitution. Rather, 
both levels of government have 
constitutional powers over various matters 
that permit them to pass legislation to deal 
with environmental issues (see the 
Appendix). For example: 


e the provinces have jurisdiction over 
the management of provincial Crown 
lands, resources, property and civil rights 
as well as local works and undertakings; 


¢ federal powers enact laws 
concerning fisheries, interprovincial and 
international trade and commerce, crime, 
peace, order and good government; 


¢ agriculture is a federal and provincial 
responsibility; 


¢ about 40 percent of Canada is federal 
Crown land (located mostly in the 
territories), and 50 percent is provincial 
Crown land. Resources generally belong 
to the owner of the land where they are 
situated. 


We) The shared nature of 
environmental jurisdiction requires close 
co-operation between federal, provincial 
and territorial governments. In our 
previous reports, we recognized the 
complexity of managing within areas of 
shared jurisdiction (see Exhibit 7.1). We 
raised issues, such as the role of the 
federal government in a partnership and 
the accountability for overall results. We 
examined whether particular working 
relationships were achieving stated 
objectives. 


Focus of the study 


7.10 This study is part of a larger 
effort in this Report to identify key factors 
in the development and maintenance of 


-—_—_———————————— 
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successful partnerships for sustainable 
development. Chapter 5 introduces the 
main topic and gives an overview of the 
three following chapters. Chapter 6 
reviews co-ordination between federal 
departments. Here in Chapter 7, we look 
at co-operation between federal, 
provincial and territorial governments. 
Chapter 8 examines co-operative 
approaches between the federal 
government and the private sector. 
Throughout our work, we have attempted 
to identify both common factors and 
factors that apply to a certain type of 
relationship. 


7.11 This study focussed on 
co-operation agreements between federal, 
provincial and territorial governments for 
policy making and program delivery 
concerning the environment and 
sustainable development. Through five 
case studies, we learned how some 
agreements are achieving their objectives 
and why others are not. We paid particular 
attention to each agreement’s life cycle: 
before parties entered into an agreement, 
the design of the agreement, and its 
implementation. 


al We believe the lessons drawn 
from the case studies apply to most 
co-operation agreements between federal, 
provincial and territorial governments. 
However, the study cannot be generalized 
to determine the effectiveness of all these 
agreements. More details about the study 
are given at the end of this chapter. 


We paid particular 
attention to the life 
cycle of co-operation 
agreements. 


Observations 


Forums for Co-operation Between 
Federal, Provincial and Territorial 
Governments 


Tolle Canada has a range of ministerial 
councils that serve as forums for 
co-operation between federal, provincial 
and territorial governments. The Canadian 
Council of Ministers of the Environment 
(CCME) is the main forum for 
intergovernmental discussion and 
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Exhibit 7.1 


Federal-Provincial-Territorial 
Issues and the Environment: 
Our Observations in 
Previous Reports 


co-operation on environmental issues of territorial governments. All its members 

regional, national and global concern. are treated as equals and the chair rotates 
annually among them. The Council 

7.14 The Council comprises normally meets twice a year to discuss 

environment ministers from the federal environmental priorities and to determine 

government and 13 provincial and the work of intergovernmental task forces. 


1990 Report of the Auditor General of Canada, 
Chapter 18, Department of the Environment 


18.58 The consequence of these federal-provincial and interdepartmental divisions in responsibility 
for environmental matters is a patchwork that makes it almost impossible to assign public 
accountability for safeguarding Canada’s environment. There is no focal point of responsibility or 
accountability to the Canadian people in respect of this critical issue. 


18.59 Canada’s governments are still seeking, through such efforts as the creation of the Canadian 
Council of Ministers of the Environment and the Canadian Environmental Protection Act, the means 
to act together to protect Canada’s environment. 


1998 Report of the Commissioner of the Environment and Sustainable Development, 
Chapter 3, Responding to Climate Change — Time to Rethink Canada’s Implementation Strategy 


3.21 Clearly, in a federation such as Canada, issues that involve different levels of government 
working together create challenges. But these challenges are in no way unique to climate change. 
There are many areas in which federal and provincial governments have a shared interest in policy 
questions. 


3.22 In 1995, a federal task force reported on its review of 16 case studies of federal-provincial 
co-operation in policy work. It found that success depended on a number of factors: building trust, 
which requires openness and careful attention to the interests of all parties; working within existing 
mechanisms of co-operation such as standing committees of officials; and developing a shared sense 
of the need to collaborate. 


3.23 The current approach to federal, provincial and territorial co-operation in responding to climate 
change is not expected to produce the results that the federal government promised to Canadians over 
seven years ago. All levels of government need to plan and work together much more effectively to 
meet Canada’s climate change commitments. The federal government has a key role to play in leading 
this national effort. 


1999 Report of the Commissioner of the Environment and Sustainable Development, 
Chapter 5, Streamlining Environmental Protection Through Federal-Provincial Agreements: 
Are They Working? 


5.1 Federal-provincial environmental agreements offer potential for increased protection of the 
environment and the streamlining of the administration and regulatory activities between the two 
levels of government. The agreements that we audited are not always working as intended. We found 
that many activities that are essential to implementing these agreements are not working as well as 
they could. 


5.2 Environment Canada was unable to provide us with documents to indicate that before entering 
into these agreements the federal government had formally analyzed the associated risks to determine, 
for example, whether both parties could do what they were agreeing to do. Therefore, we have no 
evidence that such an analysis was done. Furthermore, the federal government does not have a 
documented plan in place that indicates how it would reassume its responsibilities should a province 
be unable to carry out its assigned responsibilities, or should it or a province decide to terminate an 
agreement. 
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7.15 Other ministerial councils have 
been established to consider issues 
involving wildlife, parks, forests, 
agriculture, energy and fisheries. These 
councils operate independently and 
usually enjoy the support of a secretariat, 
sub-committees or working groups. 


7.16 Joint council meetings are one 
way to promote intergovernmental 
co-operation on issues that cut across 
mandates and jurisdictions. For example, 
federal, provincial and territorial energy 
and environment ministers meet to discuss 
air issues, such as climate change, acid 
rain and smog. 


TAT Exhibit 7.2 presents the 
intergovernmental councils involved in 
the issues that we examined in this study. 


Conditions for Successful 
Co-operation Agreements 


7.18 Our interviews indicated a strong 
interest among federal and provincial 
officials in practices and attitudes that 
lead to successful co-operation 
agreements. Most officials felt that 
intergovernmental co-operation on the 
issue that concerned them was the best 
way for their departments to achieve their 
objectives. Participants from industry and 
environmental organizations shared this 
view. 


TAS We also noted a consensus among 
practitioners of co-operation agreements 
that effective co-operation involves a mix 
of subjective and objective factors that are 
largely independent of the type of 
relationship — whether it is within 
government, between governments or with 
a non-governmental organization. 
Openness, transparency as well as a 
willingness to listen and to make changes 
are some of the subjective factors that are 
required to build and maintain trust 
between partners. Leadership, 
commitment from staff and senior 
management as well as public and 
political support also figure prominently 
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in the list of key factors identified by 
practitioners in Chapter 5 of this Report 
(see Exhibit 5.2). 


7.20 In our previous reports, we paid 
special attention to objective factors, such 
as accountability in collaborative 
arrangements. While our interviews of 
practitioners and the review of case 
studies confirmed the importance of 
accountability, they also showed that 
prospective partners need to meet certain 
key conditions long before they design an 
agreement: 


¢ Before entering into an agreement, 
prospective partners need to be convinced 
that the issue is important and that a 
partnership is likely to be the best way of 
dealing with it and to offer clear benefits 
to the participating organizations. They 
need to recognize their respective 
jurisdictions and take into account the 
ability of their potential partners to deliver 
desired results. As well, they need to 
consult and involve all the organizations 
whose commitment is essential to 
achieving the agreement’s objective. If the 
partners do not meet these conditions, 
they could still reach an agreement but 
likely would not accomplish desired 
results. 


¢ In designing the agreement, 
accountability issues between the partners 
become important. Does the agreement 
specify clear, common or complementary 
objectives, time frames and expected 
results as well as clear roles and 
responsibilities? Are there appropriate 
provisions for co-ordinating, monitoring 
and reporting performance as well as 
evaluating and modifying the agreement, 
if necessary? Have partners set the stage 
for a flexible approach to implementation 
that will take into account differences 
among jurisdictions? 


¢ During the implementation of the 
agreement, partners have to keep their 
commitments. Each partner needs to 
produce an early action plan that defines 
clear roles and responsibilities within its 
Own organization and that sets targets and 


There was a strong 
interest among federal 
and provincial officials 
in practices and 
attitudes that lead to 
successful 
co-operation 
agreements. 


Prospective partners 
need to meet certain 
key conditions long 
before they design a 
co-operation 
agreement. 


“Why have an 
agreement? Only 
when there are more 
advantages to having 
it than to living 
without it.” 


Federal and provincial officials 
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time frames. Partners also need to 
integrate the agreement’s objectives into 
their policies and operations. Finally, 
partners must co-ordinate activities, 
monitor results and submit timely and 
transparent progress reports. 


7.21 In the following case studies, we 
examine how the presence (or absence) of 
these elements affects an agreement’s 
success. 


Eastern Canada Acid Rain 
Program 


Nae In February 1985 after years of 
discussing acid rain, the environment 
ministers of Canada’s seven eastern 
provinces announced their agreement on 
national and provincial reduction targets 
of sulphur dioxide (SO) emissions. These 
emissions are the primary cause of acid 
rain. The ministers agreed to limit 
emissions to 2,300 kilotonnes by 1994 — 
emissions had reached 3,812 kilotonnes 


Emissions 


in 19 
SOz emissions ge 80 


(kilotonnes per year) 


1,800 - 
1,500 - 
Pe Z00k 
900 - 
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Total emissions in 
eastern Canada: 
3,812 kilotonnes 


ce Manitoba Ontario 


Quebec 
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in 1980. By 1994, the seven provinces had 
reduced their SO> emissions to 

1,752 kilotonnes, which was well below 
their 1994 target and 54 percent lower 
than the level of emissions in 1980 (see 
Exhibit 7.3). How did they do it? 


7.23 Agreeing on the issue. Acid rain 
has often been referred to as the “invisible 
issue” because evidence of acid rain 
damage is not easy to detect. The first 
challenge was to agree on the problem of 
acid rain. The federal and provincial 
governments developed the science base 
to better understand acid rain and to 
estimate the environmental consequences 
of reductions in SO> emissions. 

Their models showed that meeting 

the 1994 target, coupled with parallel 
action in the United States, would limit 
wet deposits of sulphate to no more than 
20 kilograms per hectare per year in the 
eastern provinces. This was viewed as the 
acceptable level for protection of 
moderately sensitive aquatic systems. 


“You need public 
buy-in. The level of 
buy-in depends on 
how much you 
included the public in 
your discussions and 
how well you clarified 
issues.” 


A provincial official 


Exhibit 7.3 


Targets for Eastern Canada and Provinces to Reduce Sulphur Dioxide (SO5) Emissions 


Emissions 
in 1998 


Targets 
by 1994 


\\ + 


Total emissions in 
eastern Canada: 
1,839 kilotonnes 


Total emissions in 
eastern Canada: 
2,349 kilotonnes 


New Brunswick gS Nova Scotia, Newfoundland, Prince Edward Island 


Sources: Environment Canada, 1997 Annual Report on the Federal-Provincial Agreements for the Eastern Canada 
Acid Rain Program; 1999 Annual Progress Report on the Canada-Wide Acid Rain Strategy for Post-2000 
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The governments and environmental 
organizations made a concerted effort to 
raise the public’s awareness of the impact 
of acid rain and to sustain its interest by 
reporting progress annually. 


7.24 Agreeing on the need for a 
formal agreement. Once they had agreed 
on the importance of the problem of acid 
rain, the federal and provincial 
governments recognized the need for an 
agreement between them rather than 
independent action by the provinces. 
Provincial officials felt that a Canadian 
agreement would give ammunition to the 


federal government in its negotiations 
with the United States on reductions in 
transboundary flows of SO. 
Transboundary SO> pollution was — and 
remains — a major problem for Canada, 
especially in Ontario, Quebec, New 
Brunswick and Nova Scotia. 


7.25 Equally important, the Program 
had the means to realize its objectives. For 
example, substantial financial resources 
made it possible to build a good science 
base and to support industry’s efforts to 
reduce SO» emissions. 


Acid rain: the invisible issue. Science has 
shown that over time acidification reduces 
the variety of life inhabiting lakes and 
slows down the growth process of forests. 
However, these long-term trends are 
hardly noticeable to the human eye. 

(See paragraph 7.23.) 


Source: Photo courtesy of Images of 
New Brunswick 


The success of the Eastern Canada Acid 
Rain Program is due in large part to the 
massive investments in upgrading large 
power plants that burn fossil fuels as well 
as smelters of primary metals. For 
example, at the end of the 1980s, 
Noranda’s Horne operations in Quebec 
(shown on the right) performed work 
valued at more than $150 million to 
reduce SO? emissions. 

(See paragraph 7.25.) 


Source: Photo courtesy of Noranda Inc. 
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7.26 Clear and agreed targets. The 
federal and provincial governments agreed 
on a target and time frame to reduce SO 
emissions in eastern Canada. They also set 
targets and time lines for each of the seven 
provinces from Manitoba eastward. These 
targets and time frames were included in 
the seven bilateral agreements signed 

in 1987-88. 


Tal A flexible approach to 
implementation. Although the Eastern 
Canada Acid Rain Program was very 
specific on the expected results, it let the 
provinces decide how they intended to 
achieve them. For example, the Quebec 
and New Brunswick governments met 
their respective targets with quite different 
approaches. Quebec regulated SO> 
emissions. New Brunswick negotiated 
with each smelter and power plant using 
fossil fuels and integrated the reduction 
targets of SO emissions into the 
companies’ annual permits for “approval 
to operate.” 


Canada- Wide Acid Rain Strategy for 
Post-2000 


7.28 In 1998, federal, provincial, and 
territorial energy and environment 
ministers signed the Canada-Wide Acid 
Rain Strategy for Post-2000. The Strategy 
builds on the 1997 report of the 
Acidifying Emissions Task Group, a 
multi-stakeholder group. It is based on 
scientific evidence that acid rain will 
continue to damage sensitive areas, 
despite progress. 


Ta9 The Strategy establishes the way 
Canada will manage acid rain in the 
future. It recognizes that Canada has to 
seek further reductions in SO) emissions 
in the United States; that Ontario, Quebec, 
New Brunswick and Nova Scotia have to 
set new reduction targets; and that there is 
an ongoing need to research and monitor 
acid rain, prevent pollution, keep clean 
areas clean and report results annually. 


7.30 Struggling to keep the issue 
alive. However, unlike the 1985 Program, 
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the main challenge of the Post-2000 
Strategy has been to keep the issue alive. 
In the words of one environmentalist, 
“Acid rain fell off the political radar 
screen.” With decreasing public and 
political support, provincial governments 
could not agree on reduction targets for 
the Strategy. Rather, Ontario, Quebec, 
New Brunswick and Nova Scotia 
committed to report progress to energy 
and environment ministers by the end 

of 1999. (It was understood in the spirit of 
the agreement that these provinces would 
also submit targets.) By that date, only 
Quebec had set a target to reduce its SO> 
emissions to 40 percent below current 
limits by 2002. In the Strategy’s 
November 1999 Progress Report, the three 
other provinces committed to announcing 
further emission reductions by the end 

of 2000. Ontario did so in January 2000, 
setting a reduction target of 50 percent 
by 2015. 


National Forest Strategy 


7.31 Broadening the stakeholder 
base. In 1987, the Canadian Council of 
Forest Ministers introduced the first 
national forest strategy. In 1992, the 
second strategy broadened its base of 
participants to 12 governments and 

17 organizations, most of which had 
long-standing links to the forest industry. 
The third and current National Forest 
Strategy of 1998 built on the previous 
strategies and recognized the need for a 
wider base of participation. A total of 

42 participants from governments, forest 
industry associations and environmental 
organizations signed on to the Canada 
Forest Accord and its accompanying 
Strategy. These 42 partners formed what 
has been called the “Coalition.” 
Broadening the base provided participants 
with a chance to better understand each 
other’s interests and ensured wider support 
for the initiative. The Quebec government 
did not sign the Accord, but it did endorse 
the Accord’s goal and objectives. 


“In the late 1980s, it 
was very clear that 
reducing sulphur 
dioxide emissions was 
a priority for the 
government. You could 
not sit with department 
Officials without 
having them discuss 
this priority.” 


An industry representative 


“You can never be 
totally inclusive but 
the ‘Coalition’ has 
made a real effort to 
expand the types of 
members. This has 
benefited the 
discussion on 
sustainable forestry 
practices and provided 
a real opportunity for 
people to talk.” 


A provincial official 
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7.32 The goal of the Accord and the management. They felt that being 


Strategy is to “maintain and enhance the involved in the Strategy might enable 
long-term health of our forest ecosystems, them to put in place broad principles that 
for the benefit of all living things both would help them pursue their goals. Key 
' nationally and globally, while providin to their participation was the fact that the 
“I hope the National ROR am rae TS Tenis ee and ; eae a sustainable 
Forest Strategy will cultural opportunities for the benefit of development and reflected the full range 
: present and future generations.” of forest values and that governments 
work. It's a very were open to Aboriginal participation. 


71.33 Expected benefits for 


important initiative for participants. There has been a high level HOS The ongoing challenge of 


our members and for of consensus among participants on the developing specific, measurable 
Canada. W r main goal of the Strategy, yet different objectives. The National Forest Strategy 
BETTI reasons motivated their participation in a is acomprehensive document that presents 
believe that without national strategy. For example, each a vision of sustainable forests nationwide. 
aa fees province has full jurisdiction over The Strategy presents 121 action items 

sustainable practices, management of its forests and could act grouped under nine strategic directions. 

we don’t have afuture = on its own. However, provincial officials Yet it does not contain specific targets, 

inf Thi recognized the need for a strong, unified performance indicators or time lines for 

UV eTeS iy: response to international market pressures achieving its objectives. Nor does it 

An industry representative to better integrate environmental, social present priorities or specify the roles and 
and economic values into forest responsibilities of the various 
management. They saw the National organizations that signed the Canada 
Forest Strategy as a means to that end. Forest Accord. 
7.34 For their part, Native 7.36 Aware of these deficiencies, the 
representatives wanted to increase Accord signatories agreed to prepare, 
Aboriginal participation in forest before the end of 1998, public and 


measurable action plans in response to the 
Strategy commitments. No signatories met 
the deadline. By January 2000, however, 
17 of the 42 organizations (including the 
federal government and eight out of nine 
provinces) had submitted their action plan. 
The Quebec government also had 
prepared an action plan. These plans are 
essential for translating the Strategy’s 
general commitments into concrete action; 
without them, the Strategy is in danger of 
loosing momentum. 


7.37 Lack of early monitoring. Many 
of the people we talked to suggested that 
the absence of a clear champion for the 
first year and a half of the 1998 Strategy 
contributed to its slow start. As stated in 
; the Accord, the Canadian Council of 
Sustainable forestry practices include a wide range of activities, including Forest Ministers acts as “the public trustee 
reforestation. As stated in the National Forest Strategy’s first strategic direction, of the strategy . . . and will ensure that 
different partners with sometimes divergent values have to work together in order progress is reviewed at its annual 
to maintain the integrity, productivity, resilience and biodiversity of forest . » “43 

meetings.” The Coalition also meets once 


ecosystems. (See paragraph 7.32.) 
a year to “oversee the strategy 
Source: Photo courtesy of Industrial, Wood & Allied Workers of Canada (I. W. A. Canada) implementation from planning to 
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evaluation.” Furthermore, there is an 
Evaluation Committee. However, most 

of the daily monitoring is left to the 
Coalition’s secretariat, composed of staff 
from Natural Resources Canada. There 
Was no systematic follow-up of missing 
action plans before the end of 1999, other 
than correspondence relating to the 
Coalition’s annual meeting. One Coalition 
partner commented, “Who is doing the 
follow-up on the Accord? I wouldn’t have 
minded if somebody had ‘nudged us’, 
then we would probably have done the 
action plan.” 


7.38 Mid-term evaluation and 
reporting. Based on the action plans it 
has received so far and as instructed by 
the Evaluation Committee, the secretariat 
is analyzing gaps in the Strategy’s 
objectives and the contribution of each 
signatory. The Coalition plans to release a 
highlights report in the spring of 2000 to 
provide a national overview on progress 
and key achievements. An independent 
panel of experts will conduct a formal 
mid-term evaluation. The Coalition 

will make its results public by the 

winter of 2001. 


North American Waterfowl 
Management Plan 


7.39 By 1985, the number of North 
American waterfowl (ducks, geese and 
swans) had fallen to a low of 55 million 
— a significant drop from the 100 million 
in the 1970s. In 1986, Canada and the 
United States signed the North American 
Waterfowl Management Plan, a 15-year 
agreement, to address the problem. 

The Plan aimed to restore waterfowl 
populations in North America to 1970s 
levels by securing, enhancing, and 
managing their habitat across the 
continent. In 1994, the Plan was 

updated to expand the commitment of 
Canada and the United States and to 
include Mexico, making it the largest 
habitat conservation effort in the world. 


Co-operation Between Federal, Provincial and Territorial Governments 


7.40 Canada has been implementing 
the Plan through partnerships called 
“joint ventures,” of which three focus on 
habitat: the Prairie Habitat Joint Venture, 
by far the largest; the Pacific Coast Joint 
Venture; and the Eastern Habitat Joint 
Venture. Three other joint ventures 
concern species — black ducks, arctic 
geese and sea ducks — rather than 
habitats. 


7.41 Reasons for a North American 
agreement. Waterfowl migrate annually 
across North America. Although 
waterfowl breed mainly in Canada, most 
hunters and bird watchers are in the 
United States. Plan funding reflects these 
facts. In March 1999, Environment 
Canada estimated that slightly more than 
half of the $480 million contributed by 
the Plan in Canada since its inception 

in 1986 had come from sources in the 
United States. As these contributions were 
linked to the level of Canadian 
contributions, there was an additional 
incentive for ongoing involvement of 
Canadian federal and provincial 
governments and other Canadian 
partners. 


7.42 Agreeing on complementary 
objectives. The Plan brought together 
people with different but complementary 
objectives. Hunters had an interest in 
maintaining waterfowl populations for 
sport and food; other groups wanted to 
protect wildlife species. Both sides 
realized, however, that conserving 
habitats, which provide breeding, staging 
and wintering grounds for waterfowl, was 
an essential part of the solution. 


7.43 Government and environmental 
organizations also recognized that 
although they had a very ambitious goal 
to conserve wetland and upland habitats, 
they could not do it on their own. For 
example, the agricultural community in 
the Prairies, an important partner in the 
Plan, took part in some Plan initiatives 
such as flatland dams and rotational 


“You need a champion 
for the National Forest 


Strategy.” 


A provincial official 


“You need shared 
objectives or 
compatible 
objectives.” 


A federal official 
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“The North American 
Waterfowl Manage- 
ment Plan is a 
transparent 
partnership, open and 
honest, so participants 
trust each other.” 


Federal and provincial officials 


grazing that proved to be beneficial to 
both farmers and wildlife. 


7.44 
When the Plan was launched in 1986, 
partners set targets for North America, 
Canada and the joint ventures to restore 
waterfowl populations and to secure, 
enhance and manage key habitats. The 
information available on waterfowl 


populations helped partners to agree on 
these targets. Monitoring during decades 
before 1986 had made it possible to 
determine that the average duck 
population levels in the 1970s generally 
met the needs of all users. Consequently, 


Clear and measurable targets. 


that decade was used as a benchmark for 
all the population targets of the Plan. 


7.45 An appropriate management 
structure. Developing a management 
structure for the Plan was a challenge. The 
structure had to adequately represent the 
different levels of government and allow 
meaningful stakeholder participation. It 
also had to include a rigorous yet simple 
approval process for programs and 
projects, accommodate different 
implementation approaches of the joint 
ventures and provinces, and provide for 
timely and transparent reporting of 
progress and updating of the Plan. 


The “Prairie Potholes” provides breeding 
habitat for half of North America’s 
waterfowl. Most of the area is privately 
owned and dedicated to farming. One of 
the programs funded through the North 
American Waterfowl Management Plan is 
the Potholes Plus Program, also known as 
the Adopt-a-Pothole Program. This 
initiative offers incentives to landowners 
who conserve wetland and upland habitats 
for the long-term. (See paragraph 7.43.) 


Sources: 

Manitoba Habitat Heritage Corporation, Annual Report 
1998-99 

North American Waterfowl Management Plan, Taking 
Flight 1986 to 1996: 10th Anniversary Report — Canada, 
1996 


Photo courtesy of Ducks Unlimited Canada 


In the 1970s, average mallard populations 


were estimated at 8.2 million in the Canadian 
and American Prairie Region (Mid-Continent 
Region). By 1985, their numbers had 
plummeted to less than five million. In 1998, 
12 years into the North American Waterfowl 
Management Plan, numbers had soared back 
to 9.6 million. (See paragraph 7.44.) 


Sources: 

North American Waterfowl Management Plan, 
Expanding the Vision, 1998 Update 

North American Waterfowl Management Plan, Taking 
Flight, 1986 to 1996: 10th Anniversary Report — 
Canada, 1996 


Photo courtesy of Ducks Unlimited Canada 
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7.46 Exhibit 7.4 presents the Plan’s 
management structure. Although the 
structure comprises many layers, it relays 
information effectively to all partners and 
ensures their continued commitment. In 
the Prairie Habitat Joint Venture, for 
example, despite the large number of 
government agencies and environmental 
organizations involved in the Plan, each 
party’s role and responsibilities are clear. 


7.47 Continuity of relationships. 
Many key government officials have been 
involved in the Plan from the beginning 
and have enjoyed good, long-standing 
relationships with their partners. Many 
participants consider that this factor 
helped to sustain commitment to meeting 
the Plan’s objectives. 


7.48 
The Plan has been able to maintain private 
and government financial support as well 
as commitment from staff and leaders for 
the past 14 years, in part because progress 
reporting has been transparent and 
comprehensive (see Exhibit 7.5). The 
North American Plan Committee and the 
Joint Venture Management Boards draft 
plan updates, the North American 
Wetlands Conservation Council (Canada) 
receives annual accomplishment reports, 
and the provincial corporations involved 
in the joint ventures prepare annual 
reports. 


7.49 The Plan updates are produced 
every four years for Plan partners and the 
general public. They clearly link the 
objectives to achieved results and use 
findings from evaluation studies. They 
also acknowledge where plans have fallen 
short. For example, pintail populations are 
not recovering as hoped, and total secured 
habitats are well below the initial targets. 


A Statement of Commitment to 
Complete Canada’s Networks of 
Protected Areas 


7.50 Bringing together a range of 
interests. In 1992, the chairs of three 


Transparent progress reporting. 


—_—_——— 
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federal-provincial councils signed a 
Statement of Commitment to “make every 
effort to complete Canada’s networks of 
protected areas representative of Canada’s 
land-based natural regions by the 

year 2000 ... and to adopt frameworks, 
strategies and time frames” to meet this 
goal. The three councils were the 
Canadian Council of Ministers of the 
Environment, the Canadian Parks 
Ministers’ Council and the Wildlife 
Ministers’ Council of Canada. The 
Canadian Council of Forest Ministers was 
not asked to sign the agreement but 
supported it publicly. The breadth of 
commitment — from ministers across 
Canada responsible for many aspects of 
protected areas — was as unusual at the 
time as it is today. 


7.51 The Statement allowed 
governments to set their own agendas and 
timetables for protected areas. In 1989, 
World Wildlife Fund Canada, a major 
environmental organization, had launched 
its Endangered Spaces Campaign. It 
proposed that Canada declare at least 

12 percent of its land as protected area, 
representing all of its land-based national 
regions, and free from logging, mining, oil 
and gas and hydro-electric development. It 
subsequently started to report annually on 
how the federal government and the 
provinces were meeting this target. 


Tey In signing the Statement, the 
three councils did not commit to the 

12 percent target. They believed that 
adequate representation of the different 
natural regions was more important than 
the total area protected. Each jurisdiction 
was left to define the actions required to 
achieve the Statement’s goal. 


Wess Developing commitment. The 
federal government initiated the State- 
ment. The federal Minister of the Environ- 
ment (also responsible for wildlife and 
parks) asked the Minister of State (Envi- 
ronment) to meet provincial and territorial 
environment, parks and wildlife ministers 
to secure their support for the Statement. 
This mission was made easier because 


“Continuity of the main 
players is a key 
success factor.” 


A federal official 


“One strength of the 
Statement is that it 
was a tri-council 
commitment. It 
reflected the fact that 
expanding the 
networks of protected 
areas would require 
contributions from 
more than one agency. 
It recognized that 
many programs are 
complementary.” 


A representative from an 
environmental organization 
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Exhibit 7.4 


North American Waterfowl 
Management Plan: A 


North American Waterfowl Management 


Plan (NAWMP) Committee 


Members: United States, Canada and Mexico 


Four-Tiered Structure 


e updates Plan and monitors progress 


© approves joint venture plans and 
evaluations 


Members: United States, Canada and Mexico 


North American Wetlands 
Conservation Council 


| 
| 
| 
! 


sets priorities for projects proposed by 
joint ventures (based on biological 
criteria) 


recommends proposals for funding 


NAWMP Implementation Office 
Canadian Wildlife Services 
(Environment Canada) 


North American Wetlands 
Conservation Council (Canada) 


: APty Secretariat 
e provides funding support 
e maintains national reporting system ee 
e co-ordinates with joint ventures and 
provinces 
| | 
| | 
Pacific Coast Eastern Habitat Prairie Habitat Joint Arctic Goose Black Duck Sea Duck 
Joint Venture Joint Venture Venture Management Board Joint Venture Joint Venture Joint Venture 
Management Management : Management Management Management 
Board Board ° updates Joint Venture Plan Board Board Board 
e produces evaluation studies 
© co-ordinates with provincial 
delivery agencies 
| 
Alberta Saskatchewan Manitoba 
Provincial Provincial Provincial 
Steering Steering Steering 
Committee Committee Committee 
| 
Saskatchewan Manitoba 
Wetlands Habitat 
Delivery agencies Conservation Heritage 
that design, Corporation Corporation 
implement and 
ER OMHUOE DEOIECKS Ducks Unlimited (Canada) 
“Prairie Care” Program 
| | 
| | 
| Local agencies and partners 
The NAWMP’s 
it 


Projects 


four-tiered structure 
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some provinces had already embarked on 
ambitious initiatives for protected areas 
with the support of their highest officials. 


7.54 Limited monitoring of 
implementation. The Statement did not 
specify a procedure for monitoring or 
reporting progress toward meeting its 
goal. Nor did it give one of the three 
councils the responsibility to co-ordinate 
monitoring and reporting activities. 
Starting in 1996, parks ministers directed 
that progress on the Statement of 
Commitment be a permanent item on the 
agenda of their council meetings. The two 
other councils (environment and wildlife) 


Total Duck Population Estimates 


(millions) 
20 


eee 
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did not do any regular follow-up of the 
Statement’s progress. 


Wess) Lack of clear accountability 
within the federal government. While 
Environment Canada took the lead in 
initiating the Statement of Commitment, it 
is now unclear who has responsibility for 
co-ordinating the federal effort. In 1994, 
Parks Canada, the organization that would 
make the most direct contribution to the 
federal effort, moved from Environment 
Canada to the Department of Canadian 
Heritage. When we recently talked with 
Parks Canada officials, they did not think 
they were responsible for co-ordinating 
the federal effort, although they had 


Exhibit 7.5 


oe eo 8 © 8 © 8 Ge OH eH HH @ & H @ & & @ He we um & 


Prairie Habitat Joint Venture: 
Reporting Against Targets 


oS 
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Note: The target is a spring waterfowl breeding population of 
between 17 million and 20 million birds. 


Habitat Conserved 


Target for 2001 


Conserved by 1999 ESiees ee 


1,460,000 
hectares 


Note: Only 34 percent of the target for habitat conserved had been 
met by 1999. However, this was achieved with only 30 percent of 


the budget initially planned. 


Sources: 


Prairie Habitat Joint Venture, Conserving an International Resource, 1986-1994 
North American Waterfowl Management Plan, Taking Flight, 1986 to 1996: 


10th Anniversary Report — Canada 


NAWCC (Canada) Meeting, Canadian NAWMP Accomplishment Report, 1986-87 to 


1998-99, 29 September 1999 


Canadian Wildlife Service, Estimated Spring Populations of Total Ducks: Southern 


Prairie, (Strata 26-40), 1979-99 
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“All the provinces that 
expanded their 
networks of protected 
areas had action plans 
produced early on. Their 
plans identified 
structures involved in 
implementation and 
resources needed, and 
indicated to other 
partners where they 
could take 
complementary action.” 


A representative from an 
environmental organization 


assumed the role of federal-provincial 
co-ordinator for the Canadian Parks 
Ministers’ Council. 


7.56 Making it happen. The 
provinces that progressed in expanding 
their networks of protected areas took key 
implementation steps. British Columbia 
and Manitoba, for example, consulted 
stakeholders early, developed action plans 
specifying roles and responsibilities as 
well as targets and time frames, updated 
their plans regularly and reported their 
progress. To integrate the Statement’s 
objectives into its departments’ planning 
and operations, British Columbia 
identified protected areas through its 
regional land-use planning. 


Tes Among the three 
federal-provincial councils, only the 
Canadian Parks Ministers’ Council has 
been reporting annually to its members on 


The Kitlope Heritage Conservancy Park is located on the central coast of British 
Columbia (B.C.). Old-growth trees over 800 years old stand in this unique 
temperate rain forest. The establishment of this protected area was announced 
in 1994 after a timber company relinquished all rights to harvesting in the area 
without consideration or compensation from the B.C. government. The Kitlope 
Valley lies within the traditional territory of a First Nation that has been 
co-operating with BC Parks in the management of this protected area. 


(See paragraph 7.56.) 


Sources: British Columbia Ministry of Environment, Lands and Parks 


Photo courtesy of the Government of British Columbia 


the progress of federal and provincial park 
agencies in completing Canada’s networks 
of protected areas. Furthermore, it will 
submit an “end of commitment” progress 
report in the summer of 2000. However, 
the three councils have not publicly 
reported the progress made by all environ- 
ment, park and wildlife government 
agencies, nor do they plan to do so before 
the Statement expires in 2000. 


7.58 Reporting by a third party. For 
now, interested parties are monitoring 
Canada’s progress based on information 
contained in World Wildlife Fund 
Canada’s progress reports on its 
Endangered Spaces Campaign. In its 
summary of the 1998—99 Progress Report, 
the Fund concluded, “Some exciting 
things have been accomplished, but, as the 
end of the campaign draws near, decisive 
government leadership will be critical to 
seeing significant progress made on those 
commitments. We no longer have the 
luxury of years in which to make progress; 
we are down to months.” 


Greenhouse Gas Emission 
Reduction Trading Pilot 


759 The Pilot, formally launched 

in 1998, brought together federal and 
provincial officials as well as industry and 
environmental representatives who were 
interested in learning more about the 
trading of reductions in emissions of 
greenhouse gases. These emissions — 
mainly carbon dioxide, methane and 
nitrous oxide — can lead to climate 
change. Emission-reduction trading 
represents one tool that Canada could use 
to meet its commitment under the 

1997 Kyoto Protocol, which is to reduce 
its greenhouse gas emissions to six percent 
below 1990 levels by 2008-2012. 


7.60 Emission-reduction trading 
would allow companies that achieve 
substantial emission reductions to sell 
them to other companies that may find it 
more expensive to reduce their own 
emissions. While Canada is still 
developing a strategy for meeting its 
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Kyoto commitment, participating 
companies hope that emission-reduction 
trading will be part of the strategy and that 
they will receive a credit for their 
voluntary early actions. 


7.61 Federal and provincial officials 
initially met industry and environmental 
representatives to learn more about 
emission-reduction trading. 

A 1998 Memorandum of Understanding 
(MOU), drafted by all participants but 
signed only by governments, formalized 
these discussions and contained rules for 
the operation and evaluation of the Pilot. 


7.62 Changing expectations. While 
federal and provincial officials continued 
to view the Pilot as a learning experience, 
their partners’ expectations had grown 
since the initial meetings. Industry 
representatives pressed for formal 
recognition that companies would receive 
“credits for early action” if Canada ever 
chose to regulate greenhouse gas 
emissions. However, the governments that 
signed the MOU were unable to make that 
commitment because the issue was being 
discussed in other intergovernmental 
forums. Environmental organizations 
hoped that the projects submitted for 
evaluation under the Pilot would provide 
real environmental gains. Yet they 
realized that the lack of real incentives for 
industry made that outcome very unlikely. 
Nevertheless, most participants recognize 
that the MOU’s main objective — 
learning — is being achieved. 


7.63 Building and maintaining a 
productive working relationship. 
Participants in the Pilot had to deal with 
highly technical issues, such as evaluating 
what a company would have done in the 
absence of a trading pilot. The productive 
relationship they enjoyed helped them to 
reach consensus. Clauses on the 
decision-making process in the initiative’s 
operating rules also facilitated discussions. 


7.64 A provincial lead. The Pilot is 
an example of an intergovernmental 
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agreement where the federal government 
is a participant rather than the lead. 

In 1996, the British Columbia government 
began to study emission-reduction trading 
as part of its Greenhouse Gas Action Plan. 
It has been the recognized leader of the 
Pilot since its inception. The other 
government participants are Alberta, 
Saskatchewan, Manitoba, Quebec, Nova 
Scotia and the federal government. 
Ontario, for its part, is involved in a 
different pilot dealing with emission 
reductions of carbon dioxide. 


7.65 A bottom-up initiative. Another 
novel characteristic of the Pilot is that it 
was conceived by senior economists who 
had to work through the ranks to 
eventually gather enough support from 
senior management. The economists won 
this support because they showed that the 
Pilot was helping to better understand a 
tool capable of reducing greenhouse 
gases. They also explained that 
departments could influence the design of 
this tool, which made it important for 
them to participate. 


7.66 Learning from experience. 
Learning is the main objective of the 
Pilot, and evaluation is built into its 
operating procedures. For example, the 
main company involved in the first project 
of emission-reduction trading to be 
evaluated now sits on a technical 
committee to help it correct problems 
experienced with the project. A consultant 
conducted a formal interim evaluation of 
the Pilot in 1999. 


7.67 The Pilot was extended for two 
years in December 1999. In March 2000, 
the Joint Committee of Environment and 
Energy Ministers met to discuss “credit 
for early action” proposals from federal 
and provincial officials. The Pilot 
participants recognized that decisions 
from that meeting would play a key role 
in determining the Pilot’s future, 
particularly its pertinence for industry and 
environmental organizations. However, 
the Joint Committee did not make any 
decision on the issue other than to “ask 


“When participants 
express their interests, 
in a transparent way — 
rather than take a 
position — it is easier 
to understand each 
other and to find a 
common ground.” 


A representative from an 
environmental organization 
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“Agreements are 
about relationships.” 


A federal official 


“You want to give 
flexibility to the 
provinces on how to 
achieve objectives. 
Agreements should 
focus on results, not 
on the process.” 


Provincial and federal officials 
and industry representatives 


officials to consider a system to credit 
verifiable early action.” 


Conclusion 


7.68 Successful co-operation 
agreements depend on a mix of subjective 
and objective considerations. The five 
case studies in this chapter demonstrated 
the importance of relationships where 
partners build and maintain trust between 
them. They showed that leadership and 
commitment from all parties involved are 
essential as well as public and political 
support. Finally, they confirmed that 
partners need the discipline to follow all 
the necessary steps during the life cycle of 
an agreement. The key to a successful 
co-operation agreement is to meet all or 
most of these conditions. 


7.69 The case studies illustrated how 
the presence (or absence) of these 
elements affects an agreement’s success. 
They also provided examples of the 
“tight-loose” working relationship referred 
to in Chapter 5 of this Report. The 
relationship 1s one that is “tight” (or 
strict) on the results that partners have to 
achieve based on intergovernmental 
agreement and “loose” (or lenient) on the 
way they achieve them in the particular 
circumstances of each jurisdiction. 


7.70 Entering into an agreement 
between federal, provincial and territorial 
governments is not an end in itself. 
However, when governments agree on a 
common issue and on the need for 
concerted action and when they meet 
certain conditions, working together can 
help them achieve their objectives. 
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tty, About the Study 


Objective 


The objective of this study was to examine key factors in the development and maintenance of successful 
intergovernmental co-operation on sustainable development issues. 


Scope and Approach 


To carry out this study, we drew upon related audits and studies carried out by our Office, reviewed academic 
papers and conducted selected casework relating to federal involvement with other levels of government. 


We selected five case studies to illustrate a range of federal, provincial and territorial co-operation 
agreements, both Canada-wide and with selected provinces. Each agreement involved, to different degrees, 
partners from industry and environmental organizations. For each of them, we did not try to present an 
exhaustive evaluation. Rather, we focussed on the key factors that ensured or impeded the success of the 
agreement. 


To identify good practices or problems, we conducted 78 interviews with 120 people, including federal and 
provincial public servants, industry officials and representatives of environmental organizations. The majority 
of these people were directly involved in one or more of the five case studies. We held most of our interviews 
in Ottawa, British Columbia, Manitoba, Quebec and New Brunswick. We also reviewed documentation 
related to each agreement. 


As much as possible, we tried to discuss how the presence (or absence) of a key factor could affect the 
success of an agreement. In defining this success, we referred to the intended outcomes stated in the 
agreement and focussed on the objectives for which specific targets and time frames had been proposed. 
However, we did not conduct a full evaluation of the agreement’s effectiveness (the extent to which the 
agreement’s objectives were achieved). Nor did we evaluate their efficiency (whether they could have 
achieved the same objectives with less money or done more with the same amount of money). 


We believe the lessons drawn from the case studies apply to most co-operation agreements between federal, 
provincial and territorial governments. However, the study cannot be generalized to determine the 
effectiveness of all these agreements. 


Study Team 


Acting Commissioner: Richard Smith 
Director: Giséle Grandbois 


Jean-Francois Tremblay 
Erika Szenasy-Boch 
Alain Sansregret 


For information, please contact Richard Smith. 
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Appendix 


Environment and Sustainable Development: Areas of Shared Jurisdiction 


When the British North America Act, Canada’s original constitution, was enacted in 1867, the concept of environment 
did not exist as we know it today. The constitution did not stipulate who, between the provincial and the federal 
governments, was responsible for maintaining a healthy environment for Canadians. Rather, both levels of government 
were given powers that permitted them to pass legislation to deal with environmental issues. 


Until the end of the 1960s, provincial governments assumed the leadership on environmental issues and the federal 
government had limited involvement. Because the constitution gave provinces power over the management and sale of 
provincial public lands, they were the custodians of a large share of natural resources. The provinces allocated rights to 
forests, minerals, and oil and gas and regulated the production and conservation of those resources within their 
boundaries. Other early environmental legislation responded to local health concerns and, thus, reinforced municipal 
and provincial pre-eminence in the environment. Fisheries, a federal jurisdiction, was then one of the primary 
environmental matters where intergovernmental co-ordination was an issue with the federal government responsible 
for inland and seacoast fisheries management. 


Partly in response to public calls for stronger action against water and air pollution, the federal government became 
more proactive in the protection of the environment in the early 1970s. It created Environment Canada in 1972 then 
enacted a series of federal environmental laws. In the 1970s, 1980s and 1990s, the federal government remained active 
in the environment, sometimes playing a prominent role, sometimes keeping a lower profile and leaving the leadership 
to the provinces. 


The shared legislative jurisdiction has contributed to questions over the division of roles between the federal 
government and the provinces. The constitutional basis for provincial involvement rests firmly on provincial 
jurisdiction over municipal affairs, property and civil rights, and local or private matters. Likewise, the federal power 
to enact laws on crime, interprovincial and international trade and commerce and the “residual” power to make laws 
for peace, order and good government provide a solid basis for federal intervention on environmental issues. 


Overall, federal legislation relevant to environmental management includes enactments for: 


@ monitoring of the state of the environment and assessment of the environmental impact of projects that 
involve the federal government; 


@ controls over water pollution and international air pollution; 

@ notification, registration and regulation of chemicals, including ozone-depleting substances; 
® marine pollution; 

@ = interprovincial and international trade in energy resources; 

e nuclear energy; 

@ exploitation of offshore petroleum resources; 

@ management of hazardous materials and dangerous goods; 

e fisheries; 

e wildlife protection; 


@ international rivers and migratory birds; 
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¢ use of fiscal measures of taxation and decisions on federal spending; and 


¢ management of the Arctic and its resources. 


Many environmental issues subject to federal enactments are also subject to provincial laws and regulations. For 
instance, air quality, the protection of endangered species and climate change concern federal and provincial 
governments. Therefore, co-ordination between governments is key to an array of environmental initiatives. 


Sources: 


Gardner, Alex, Federal Intergovernmental Cooperation on Environmental Management: A Comparison of Developments in Australia and 
Canada, 1994 


Maclellan, Duncan, Shifting From the Traditional to the New Political Agenda: The Changing Nature of Federal-Provincial Environmental 
Relations, 1995 


Morton, F.L., The Constitutional Division of Powers With Respect to the Environment in Canada, 1996 


Standing Committee on Environment, Environment and the Constitution, March 1992 
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Chapter 8 


Working With the Private Sector 
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Working With the Private Sector 


Main Points 


8.1 The purpose of our study was to draw to Parliament’s attention the use of co-operative arrangements 
between government and the private sector to achieve environmental and broader sustainable development goals. 
There has been an increase in the use of such arrangements, which include negotiated rule making, flexible 
approaches to enforcement, voluntary codes of conduct and agreements. 


8.2 Concerns have been raised about the accountability, credibility and effectiveness of co-operative 
arrangements. These types of arrangements are relatively new so that general conclusions about their effectiveness 
can not yet be reached. We noted their benefits and challenges, and the lessons that can be applied to address these 
concerns. 


8.3 Co-operative arrangements offer a promising and imaginative way to solve many problems of priority 
setting, equity and efficiency that come with building an approach based on the principles of sustainable 
development. However, they must be developed and implemented with care. A co-operative arrangement is one of 
many approaches to implementing public policy and is not appropriate for solving all problems. It is most 
effective when it is carried out within a strong framework of regulation and enforcement. 


8.4 Government cannot delegate its accountability for achieving public policy objectives and protecting the 
public good. To address this accountability through the use of co-operative arrangements, government needs to set 
clear objectives, establish management and reporting mechanisms to ensure transparency, and consult when 
identifying participants and other interested parties. 


Background and other observations 


8.5 The case studies in this chapter draw attention to the innovative use of co-operative arrangements to 
develop solutions to environmental and broader sustainable development problems, to implement these solutions 
and to contribute to the policy agenda. They highlight opportunities and challenges across a range of policy tools, 
from improving effectiveness of regulation to advancing a management approach, to demonstrating and 
encouraging integrated decision making. 


8.6 We noted how co-operative arrangements have the potential to allow both public and private sector 
organizations to extend their reach beyond their core competencies and constituencies. By concentrating a variety 
of resources, perspectives and capabilities, parties can meet their objectives more effectively. They can identify 
new and innovative solutions to address the concerns of different interested parties. 


8.7 The establishment of co-operative initiatives presents a number of challenges. There is a need to 
determine where compatible goals and mutual benefits exist for each of the parties. Finding the right participants, 
securing resources, establishing relationships and building trust take time and patience. Agreeing on the respective 
roles and responsibilities of the participants requires commitment and attention to detail. 
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Introduction 


8.8 The public and private sectors are 
interested in using more co-operative 
approaches to achieve environmental and 
broader sustainable development goals. 
Canada, the United Kingdom, the United 
States and many other countries have 
adopted new co-operative policy 
instruments, such as negotiated rule 
making, flexible approaches to 
enforcement, voluntary codes of conduct 
and agreements. 


8.9 A number of factors are 
contributing to this development. Issues 
are becoming more complex, more global 
in scope and more costly to resolve. The 
increasing globalization of commerce 
reduces the ability of national 
governments to independently regulate 
activities. While adversarial approaches 
are appropriate to enforce laws, the result 
in jurisdictions with a predisposition to 
litigation is often gridlock rather than 
progress. As a consequence, there is a 
greater mismatch between environmental 
challenges and the strategies used to 
resolve them. 


8.10 Companies are increasingly 
adopting an approach to environmental 
considerations that goes beyond 
compliance with regulation. They are 
looking to become more active in 
addressing environmental and emerging 
social issues. This decision reflects a 
growing indication in the business 
community that industry, as part of the 
problem, wants to be part of the solution. 


8.11 Public opinion on environmental 
issues has been effective in eliciting 
increased commitment from the private 
sector. Business better understands the 
economic value of superior environmental 
performance and social responsibility. As 
companies recognize the benefits of a 
management-based approach, government 
is looking at new opportunities to work 
with the private sector. For example, 
industry can contribute expertise in its 
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products and processes to the development 
of new regulatory regimes and public 
policy approaches. A more multi-facetted 
relationship between government and 
business can foster the innovative and 
collaborative elements required to resolve 
current environmental and sustainable 
development problems. 


Government and 
business are 
interested in using 
more co-operative 
approaches to achieve 
environmental and 
broader sustainable 
development goals. 


8.12 Sustainable development implies 
that environmental protection, social 
well-being and economic activity are part 
of the same strategy that a more 
co-operative process would produce. 
Co-operative arrangements offer a 
promising and imaginative way to solve 
many problems of priority setting, equity 
and efficiency that come with building an 
approach based on the principles of 
sustainable development. 


8.13 However, such arrangements 
must be used with care. A co-operative 
arrangement is one of many approaches 
to implementing public policy, and a 
relatively new one. People repeatedly told 
us that a co-operative arrangement is most 
effective when it is carried out within a 
strong framework of regulation and 
enforcement. 


Co-operative 
arrangements offer 
promising and 
imaginative solutions 
to many issues. 
However, such 
arrangements must 
be used with care. 


8.14 Governments often balance 
multiple policy objectives when they 
choose policy tools. These objectives 
include addressing business concerns 
about the impact of inflexible regulation 
on competitiveness, avoiding the costs of 
regulatory programs in times of deficit 
reduction, and addressing public concern 
for improved environmental practices and 
sustainable development. 


8.15 Given the discernible shift to 
more co-operative arrangements, our 
interest was in the accountability, 
credibility and effectiveness of such 
initiatives. It is too early to draw 
conclusions about their effectiveness. 
However, one key requirement for 
assessing effectiveness is a commitment to 
measure, evaluate and report results from 
the outset. 
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Exhibit 8.1 


Characteristics of 
Co-operative Arrangements 


Focus of the study 


8.16 Government works with the 
private sector in many different ways, 
from sharing information and consulting 
to creating new entities that deliver a good 
or service. In the areas of the environment 
and sustainable development, government 
and industry carry out co-operative 
arrangements that include negotiated 
agreements, challenge programs and 
regulatory exemption programs. 


8.17 While there is an information 
sharing or education component in most 
(if not all) co-operative arrangements, we 
do not view this component as an end in 
itself. Rather, it is part of establishing 
relationships and exploring options for 
what a co-operative arrangement might 
undertake. 


8.18 For this study, we selected 
co-operative arrangements that involve 
partners from government and the private 
sector working together to achieve a 
tangible product or result. Exhibit 8.1 
presents the characteristics of the types of 
co-operative arrangements that were the 
focus of this study. Some arrangements 
were in their very early stages and did not 
yet have all of these characteristics. 


8.19 We selected our case studies to 
illustrate two points. First, co-operative 
approaches can be used to develop 
solutions to environmental, social and 
economic problems, to implement these 
solutions and to contribute to the broader 
policy agenda. Second, co-operative 


approaches can be used to strengthen the 
environmental performance of 
organizations. They allow them to move 
beyond regulatory compliance to 
environmental management and then to 
integrated decision making that focusses 
on the triple bottom line of sustainable 
development — environmental, economic 
and social concerns. 


8.20 We did not focus on alternative 
service delivery mechanisms. We looked, 
though not in detail, at arrangements 
referred to as “voluntary non-regulatory 
initiatives” and we conducted a case study 
of such an arrangement, Canada’s 
National Packaging Protocol. 


8.21 Further details about the study’s 
objectives and scope are given at the end 
of this chapter. 


Observations 


Public-Private Pathways Toward 
Sustainability 


The journey from improved regulation 
to sustainable development 


8.22 We introduced the notion of the 
journey toward sustainable development 
in our May 1998 Report, Chapter 5, 
Expanding Horizons — A Strategic 
Approach to Sustainable Development. 


8.23 We have used the symbol of a 
journey in this study to show how 
innovative, Co-operative arrangements are 
helping governments move from improved 


The co-operative arrangements in this study: 


¢ have a common goal that single partners would be unable to attain on their own; 


@ involve all partners in the planning process; 


Selected for Our Study q ; 
e rely on partners’ shared commitment to a common goal that is clearly defined; 
¢ function with resources provided by each partner; 
© present a shared risk for all partners; 
¢ offer mutual benefits to all partners; and 
e provide a public good or service. 
8-8 
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regulation to sustainable development (see 
Exhibit 8.2). Co-operative arrangements 
can be used at each stage of this journey 
to contribute to the policy agenda, to 
develop solutions and to implement them. 


8.24 In the private sector, the journey 
sees companies strengthening their 
environmental performance. They move 
beyond compliance with regulation to 
environmental management and on to 
integrated decision making. 


8.25 In the public sector, governments 
begin the journey by improving 
compliance with and effectiveness of 
regulation. Then they advance an 
environmental management approach by 
promoting individual tools and supporting 
the development of new management 
systems. Finally, they demonstrate, 
encourage and facilitate decision making 
that integrates economic, environmental 
and social considerations. 


8.26 As we noted in our 1998 study, 
this journey is not one of sequential or 
discrete stages. Organizations pursue 
activities in more than one stage at a time. 
For example, companies comply with 
regulations as a minimum practice, while 


—_—————————— 


they develop and implement 
environmental management systems. 


8.27 Similarly, in the public sector a 
strong regulatory framework provides a 
minimum standard for behaviour and a 
solid foundation from which to pursue 
more co-operative initiatives. During our 
study, people repeatedly expressed the 
need for a strong regulatory framework as 
a foundation for other approaches to 
government policies and programs. 
Governments can then work more 
effectively with the private sector to 
advance public policy objectives through 
improved management and better decision 
making. 


Improving the Effectiveness of 
Regulation 


8.28 Governments use a wide range of 
legislative and regulatory instruments to 
achieve policy objectives. They are also 
expanding their tool kits to include other 
instruments to meet those objectives, 
while reducing administrative costs and 
providing an ongoing incentive for 
innovation and improved performance. 


Working With the Private Sector 


Co-operative 
arrangements are 
helping governments 
improve regulation, 
environmental 
management and 
integrated decision 
making. 


Exhibit 8.2 


Our Case Studies Along the Journey Toward Sustainable Development 


Regulation Management Integrated Decision Making 
Implement Solutions 
National Eco-efficiency 
Packaging Great in the Saguenay 
; Protocol Printers Region Brightfields 
Develop Solutions (Canada) Project (Canada) (United States) 
(United States) SIGMA Project 
(United Kingdom) Sectoral 
Sustainability 
: Strategies 
Contribute to the (United Kingdom) 
Policy Agenda 
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Regulation — or the 
threat of increased 
regulation — plays 
a necessary role 

in motivating 

and supporting 
co-operative 
arrangements. 


8.29 We heard that regulation — or 
the threat of increased regulation — plays 
a necessary role in motivating industry to 
find solutions to environmental problems. 
It can also level the playing field for 
companies looking to benefit by taking 
action ahead of their competitors. 
Furthermore, government can better 
ensure compliance with regulation if it 
works with industry. 


The National Packaging Protocol 


Challenging industry with regulatory 
consequences 


8.30 In the late 1980s, all levels of 
government in Canada were under intense 
pressure to resolve a “solid waste crisis”’. 
In April 1989, the Canadian Council of 
Ministers of the Environment (CCME), 
representing the provinces, the territories 
and the federal government, called for the 
development of a National Packaging 
Protocol (NaPP). The Protocol was to 
contain targets and a schedule for 
achieving a 50 percent reduction in waste 
going to landfill by 2000. The CCME 
formed the National Task Force on 
Packaging to prepare the Protocol for the 
spring of 1990. 


8.31 The Task Force members 
represented industry, consumer and 


National Packaging Protocol 


Baseline estimates for 1988 indicate that 5.4 million tonnes of packaging waste 
were sent to landfill in Canada. As a result of the National Packaging Protocol 
and the widespread commitment to its outlined policies, this quantity was reduced 
to 2.64 million tonnes in 1996, representing a 51 percent reduction in annual 
packaging waste. (See paragraph 8.32.) 


Source: Industry Canada 


environmental groups as well as federal, 
provincial, territorial and municipal 
governments. Their Protocol, which the 
CCME approved in 1990, identified 
interim targets for waste reduction of 
20 percent by 1992 and 35 percent by 
1996 toward the ultimate goal of 

50 percent reduction by 2000. 


8.32 The CCME challenged the 
packaging industry to meet the interim 
targets voluntarily. In case they chose not 
to do so, it made clear that regulations 
would be prepared immediately to achieve 
the necessary reductions. Industry met the 
targets in 1996, ahead of schedule, and 
reduced its waste going to landfill by 

51 percent. With budget constraints 
announced that same year and the 2000 
target already reached, the CCME wound 
down the activities of the Task Force. 


8.33 The voluntary process of the 
Protocol gave the packaging industry 
flexibility to meet the targets. This process 
is considered to have delivered the desired 
environmental benefits and to have saved 
costs over other approaches. It is also 
believed that the voluntary process won 
broader participation and yielded concrete 
results more quickly than would have 
been possible through a traditional 
regulatory approach. 


8.34 The benefits, however, extended 
beyond waste reduction. The initiative 
spurred investment and innovation in new 
products, equipment, packaging design 
and technologies that, according to 
participants, have resulted in substantial 
savings and competitive advantage. In 
addition, the multi-stakeholder partnership 
helped to form important new 
relationships and gain new perspectives on 
challenges associated with waste 
reduction. The benefits of these 
networking relationships are expected to 
continue beyond the term of the 

Task Force. 


8.35 There are many lessons to be 
learned from the NaPP experience. In a 
co-operative arrangement, the roles, 
responsibilities and capacities of the 
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various players need to be clear. A number 
of participants in the NaPP thought that it 
was possible to develop a packaging 
policy with a nationally harmonized 
approach and that either the CCME or the 
federal government was in a position to 
deliver such a result. This was not the case 
and it became a challenge to keep all of 
the participants at the table when a 
number of provinces began introducing 
their own regulations. 


8.36 It is also necessary to be clear on 
definitions and to speak the same 
language. In more than one instance, 
either agreement on definitions in the 
Protocol was not reached or the 
definitions were not clear. 


8.37 Finally, participants felt that the 
role of regulation in this initiative was 
well understood: it would be used only if 
targets were not met. Yet a number of 
provinces proceeded to regulate packaging 
waste despite the fact that the targets had 
been reached. This made some 
participants think that the Protocol’s rules 
of engagement had been broken. The high 
public profile of the partnership and the 
perceived cost in public relations of 
withdrawing from the process kept these 
partners at the table. 


8.38 Many factors contributed to the 
success of the NaPP. Considerable 
resources — a total of more than 

$2.6 million — were invested in 
measuring and reporting performance at 
each target date. All of the participants we 
interviewed affirmed that Environment 
Canada’s role as secretary provided vital 
support to the initiative. Perhaps most 
important, both the key performance 
objective of the NaPP and the 
consequences of inaction were clear. The 
packaging industry perceived the threat of 
a patchwork of regulations across the 
country, which significantly motivated it 
to participate in the initiative. 


Working With the Private Sector 


The Great Printers Project 


Adapting regulation for pollution 
prevention and economic gain 


8.39 Regulations have been 

criticized for failing to provide incentives 
for companies to go beyond compliance. 
They have also been criticized for 
focussing on specific environmental 
media (such as air, land or water), for 
focussing on specific pollutants and often 
for encouraging less desirable end-of-pipe 
solutions. However, nothing says that 
regulation must specify control techniques 
or limit its focus to individual media. 
Engaging industry in a co-operative way 
to develop and implement regulations can 
improve the effectiveness of regulations 
and produce environmental and economic 
benefits. 


Engaging industry 
in a co-operative 
way to develop 
and implement 
regulations can 
improve the 
effectiveness 

of regulations 

and produce 
environmental and 
economic benefits. 


8.40 The printing industry holds great 
economic importance in the American 
states around the Great Lakes. The 
Council of Great Lakes Governors, the 
Environmental Defense Fund and the 
Printing Industries of America recognized 
that the industry would face increasing 
pressure from regulation to improve its 
environmental performance. For this 
reason, they launched the Great Printers 
Project in 1993. 


8.41 The Project brought together 
representatives from state and federal 
regulators, the printing industry and its 
supplier companies, labour and 
environmental groups. The common goal 
was to reinvent the system of 
environmental regulation. Project 
participants were to move beyond 
regulation to true prevention and 
streamline the means by which the 
Environmental Protection Agency seeks 
health and environmental protection, 
while improving the economic strength of 
the printing industry. 


8.42 In July 1994, the partners 
released a report that contained 
recommendations to improve the 
regulatory system. Four states have since 
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carried out pilot implementation projects 
and programs to recognize the 
environmental commitments and 
achievements of the Great Printers 
Project. 


8.43 To date, over 350 printers have 


agreed to meet the Project’s requirements. 


They include: 
e tocomply with regulation; 


e to employ the most environmentally 
sound practices; and 


e to seek continuous improvement of 
their environmental impacts. 


8.44 Federal and state regulators 
reduced redundancy in the requirements 
for obtaining permits and filing reports. 
They also agreed to create a level playing 
field through more efficient enforcement 
efforts, and clarified how they would use 
reported information. It is now easier for 
printers to understand their obligations 


Printed 
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Great Printers Project 


Developed by the printing industry, the Great Printer’s seal is used to identify 
companies committed to offering quality printing and to minimizing their 
impact on human health and the environment. Each of the four states that 
participated in the pilot project created a seal to be used by companies 
fulfilling the requirements of the Great Printers Project. (See paragraph 8.47.) 


Source: Wisconsin Department of Natural Resources 


and learn about pollution prevention. The 
Printers’ National Environmental 
Assistance Center provides printers with 
an on-line source of pertinent, reliable and 
up-to-date information on pollution 
prevention and environmental compliance. 
For its part, the Environmental Defense 
Fund encouraged other environmentalists 
to step outside their traditional advocacy 
roles and help build demand for cleaner, 
greener printing. 


8.45 There are a number of benefits to 
the approach of the Great Printers Project 
over a traditional regulatory approach. 
Regulating small and medium-sized 
enterprises can be expensive and 
inefficient, yet the aggregate impact of 
these businesses on the environment is 
substantial. As well, in this case 
medium-sized companies have the same 
monitoring and reporting requirements as 
large companies, though they lack the 
same resources to comply. As a result, 
regulators do not receive the information 
they need and it is unclear whether 
medium-sized companies are meeting the 
performance requirements. 


8.46 The Great Printers Project 
approach improves the regulator’s 
effectiveness in reducing harmful 
environmental impacts by showing 
companies the benefits of pollution 
prevention. It helps the regulator to better 
understand the industry and helps the 
industry — which is difficult to influence 
with regulation — to improve its 
performance. 


8.47 Thanks to the Great Printers 
Project, industry participants can lower 
costs and improve their reputation, enjoy 
access to “one-stop shopping” for 
regulation requirements and reporting 
formats, and get advice on compliance 
and other opportunities for pollution 
prevention. Qualifying companies may 
use the Great Printers seal in marketing 
their products and services. 


8.48 Considerable effort and resources 
are still required to achieve the 
widespread, comprehensive changes 
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proposed in the partners’ 1994 report and 
to incorporate these changes into the daily 
operations of all the regulatory bodies 
concerned. Nonetheless, the Great Printers 
Project has increased the visibility of 
pollution prevention as a preferred 
business practice and has accelerated 
movement to this end. 


8.49 The commitment of senior 
personnel from each partnership 
organization launched the Great Printers 
Project. Strong relationships among the 
main players at the table created a climate 
of trust, collaboration and consensus. The 
Project’s steering group adopted a shared 
governance structure early. All parties 
jointly made key decisions on the 
direction of the Project, meeting agendas, 
process and other issues. This 
collaboration meant that they had to share 
the decision-making authority. 
Furthermore, there was an extensive effort 
to keep all potentially interested parties 
informed and to seek feedback on the 
recommendations. In particular, senior 
managers attended special briefings at the 
Environmental Protection Agency to 
obtain its endorsement and support for 
implementing the Project. 


8.50 Together, participants in the 
Great Printers Project created a unique 
partnership that has been a model for 
developing more effective environmental 
regulation. The Agency has endorsed the 
approach used in the Project and has 
introduced this approach more widely 
through its programs. 


Advancing a Management 
Approach 


8.51 Regulation is one policy option 
available to government to achieve 
improved environmental performance and 
pursue sustainable development goals. 
Other options are the power to spend and 
to provide encouragement. The use of 
other options in co-operative approaches 
can lead government to play new roles, 
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including those of business partner, 
coalition builder, catalyst and enabler. 

As government moves to supplement 
regulation by supporting and promoting 
new management approaches, these roles 
become more evident. New challenges 
also arise. For example, many of our 
interviewees told us that there is a crucial 
need to find government personnel who 
know the drivers and culture of business. 


Kco-efficiency in the Saguenay region 


Introducing a management tool for 
improved environmental performance 


8.52 In 1997, Alcan Aluminium 
Limited made commitments to strive for 
environmental leadership and to work 
with its suppliers to better understand and 
minimize environmental impacts. The 
company and Natural Resources Canada 
initiated the Saguenay partnership to 
conduct a pilot project on introducing 
eco-efficiency concepts — reduced 
environmental impact and resource 
consumption — to small] and 
medium-sized businesses. In the long 
term, these businesses were expected to 
benefit from improved economic and 
environmental performance. 


Co-operative 
approaches can lead 
government to play 
new roles, including 
those of business 
partner, coalition 
builder, catalyst 

and enabler. 


8.53 For Natural Resources Canada, 
the partnership addressed a number of 
objectives for sustainable development. 
In particular, it provided an opportunity 
to promote sustainable development in 
practice and to develop a model for doing 
the same in other regions and industrial 
sectors across the country. 


8.54 The partnership involved a 
number of other participants, including 
representatives from local community 
groups, financial and educational 
institutions, other federal agencies and the 
Province of Quebec. Additional funding 
and other support came from 
Abitibi-Consolidated Limited and the 
National Research Council’s Industrial 
Research Assistance Program. 
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It is necessary for 
government to 
understand the 
operational and 
business needs of 
the private sector. 


8.55 A group of selected university 
graduates received training in 
eco-efficiency concepts and tools, learned 
consulting skills and gained a unique work 
experience. These graduates, with 
supervision and support from Alcan, 
government personnel and others, found 
ways to improve the environmental 
performance and competitiveness of 
participating local companies. 


8.56 Alcan collaborated with external 
environmental expertise and resources and 
experimented with new tools to fulfil its 
environmental policy commitment of 
working with local suppliers. The 
partnership also enhanced recognition of 
Alcan’s environmental policy and 
programs and strengthened relationships 
between Alcan and Natural Resources 
Canada. 


8.57 The Department gained practical 
insights into applying eco-efficiency 
concepts in small business as well as 
valuable experience for developing other 
such partnerships. It now has a kit of 


Eco-efficiency in the Saguenay 


After completing a three-week training period, graduate advisors worked with a 
small or medium-sized company for three months using eco-efficiency tools. Their 
role was to assist with the analysis of the company’s situation, evaluate options 
for improvement and create a plan of action with the goal of improving 
environmental and economic performance. (See paragraph 8.55.) 


Source: Natural Resources Canada 


training material that has been tested in 
the field and can be used in future 
projects. 


8.58 Small and medium-sized 
businesses received advice on 
eco-efficiency. Some have already begun 
to realize tangible savings. The graduates 
learned about environmental issues and 
management tools, while gaining valuable 
work experience. And the Saguenay 
region made progress toward achieving 
regionally based sustainable development 
goals and showcasing sustainability 
practices and decision making. 


8.59 Through this co-operative 
arrangement, partners were able to benefit 
from expertise, networks and other 
resources necessary to realize their 
objectives. As a result, the outcome of the 
arrangement exceeded what each partner 
could have accomplished on its own. It is 
difficult for government to reach small 
and medium-sized businesses. However, 
working with a large company helped 
Natural Resources Canada to overcome 
this obstacle and introduce new 
management tools to these businesses. 


8.60 While partners were not without 
their challenges, excellent communication 
and a clear focus on common and tangible 
objectives allowed them to resolve issues 
and achieve their goals. A steering 
committee, established to direct and 
monitor the pilot project, maintained close 
contact with the partners and responded to 
their concerns in a timely and constructive 
manner. When unclear roles and 
responsibilities impeded progress, highly 
committed and effective individuals 
ensured the successful completion of the 
project. 


8.61 Key to this partnership was 
Natural Resources Canada’s understanding 
of the operational and business needs of 
the private sector. The Department kept 
administrative burdens to a minimum and, 
thanks to internal co-ordination, spoke to 
other partners with one voice. 
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The SIGMA Project 


Designing the next generation of a 
management system for sustainable 
development 


8.62 The United Kingdom’s 
sustainable development strategy, revised 
in May 1999, included a government 
commitment to sponsor the creation of a 
sustainability management system, the 
SIGMA (Sustainability: Integrated 
Guidelines for Management) Project. The 
Department of Trade and Industry (DTI) 
and the Department of the Environment, 
Transport and Regions sponsored this 
co-operative initiative. The Project was 
launched in July 1999 with funding from 
the DTI’s new Sustainable Technologies 
Initiative. 


8.63 The SIGMA Project has brought 
together the expertise of the British 
Standards Institution and two 
non-governmental organizations: Forum 
for the Future and the Institute of Social 
and Ethical AccountAbility. Its overall 
objective is to look at the “need for 
decision-making tools that can address the 
complexities and extended time-frames of 
sustainability in a clear and strategic way” 
(see Exhibit 8.3). The result will be the 
next generation of a management system 
for sustainable development that can be 
applied across industry. The first phase 

of the Project, one of research and 
development, was completed in 

April 2000. 


8.64 During the second phase, 
currently under way, companies are 
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testing the components of the 
management system. The organizing 
partners are seeking 20 companies to pilot 
new tools and standards as they are being 
developed. These companies have already 
begun to examine environmental and 
social issues in their businesses and will 
contribute their learning from their 
experiences. Non-governmental and 
research organizations are conducting new 
research. Other stakeholders, including 
education institutions, trade associations 
and professional bodies, have been invited 
to contribute ideas and expertise. To date, 
almost 150 organizations have shown an 
interest. 


8.65 The SIGMA Project demonstrates 
that government can act as catalyst and 
convenor in public-private partnerships. 
These roles are necessary because 
sustainable development involves a 
variety of issues and a wide range of 
stakeholders who not only give their 
expertise but also make the process and its 
results more credible. In these 
circumstances, government is in a unique 
position to encourage different parties to 
participate; however, it may depend on the 
collaboration of a number of departments. 


8.66 While the SIGMA Project is in its 
early stages, certain factors have clearly 
contributed to its progress. A strong and 
shared belief in the Project’s objective and 
importance lies at the core. The sponsors 
have paid particular attention to having 
economic, environmental and social 
experts among the principal partners. In 
addition, the partners have designed a 


e Biodiversity e Full-cost accounting e Reputation management Exhibit 6.3 

e¢ Carbon management e Green transport plans e Risk assessment Issues the SIGMA Project Will 

¢ Community investment ¢ Health and safety © Scenario planning Address 

e Competitiveness e Innovation e Social accountability 

¢ Corporate governance e Intangible assets e Shareholder relations 

e Eco-efficiency e Integrated product policy e Stakeholder dialogue 

e Employee learning e Product stewardship e Supply chain management 

e Ethical and fair trading e Reporting e Waste minimization Source: British Standards 
L Institution 
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process that involves all interested parties of Energy that aims to overcome the 

and relies on communication and challenges of urban revitalization, toxic 

transparency. waste clean-up and climate change. 
The term “Brightfields” refers to the 


Demonstrating and Encouraging conversion of abandoned, contaminated 


Integrated Decision Making industrial sites (brownfields) into usable 
land. The program brings to these sites 


8.67 Management tools generally seek pollution-free solar energy and 

to harmonize two of the three elements Cha Werenies jobs in high-technology solar 
sustainable development, the environment manufacturing. The program can take 
and the economy. The SIGMA Project is many forms, such as placing photovoltaic 
trying to take the management approach arrays that can reduce clean-up costs, 
beyond existing environmental systems by building integrated solar energy systems 
including the social element. Moving to as part of redevelopment, and locating 


decision making that integrates solar manufacturing plants on sites. 
environmental, economic and social 


factors is the next step toward sustainable 8.69 ~—As developer, facilitator and 


development. Our case studies in this initial funder of the program, the 
section are an example of co-operatively Department of Energy brought together 
developing and implementing solutions the City of Chicago and Spire 
and an example of working together to Corporation, a leading company in the 
translate the agenda of broad public policy _ photovoltaic industry, to launch the first 
into private sector action. venture under Brightfields. The City of 
Chicago, with the Department and the 
Brightfields electric utility Commonwealth Edison, 


developed an extensive plan to help the 
three parties reach their goals for 
economic development, climate change, 
8.68 Brightfields is a national air quality, and electricity reliability. 
initiative of the United States Department 


Building economic, environmental and 
social benefits 


8.70 Spire Corporation, under the 
name Spire Solar Chicago, will create 
over 100 new jobs to manufacture solar 
panels on a brownfield in Chicago. A 
two-story building on the site will be 
rehabilitated and made into the 
headquarters of Spire Solar Chicago and 
Greencorps Chicago, a program that offers 
training in community gardening. 
Chicago’s Department of Environment 
and the American Institute of Architects’ 
Environment Committee will redesign the 
building with a greenhouse, energy- 
efficient landscaping and a system that 


reuses captured rainwater. The 


A conceptual schematic of the “green” building rehabilitation prepared for the headquarters will also have a solar energy 
Brightfields project in Chicago, Illinois. 


Brightfields 


system to supply electricity and show the 


The building houses a community training centre, a solar cell manufacturer, public how it works. 
Greencorps and commercial office space. It also incorporates energy efficiency 
and resource conservation. The site design includes a greenhouse, rooftop solar 8.71 The City of Chicago and 


panels, energy-efficient landscaping and a rainwater capture system. 


Commonwealth Edison jointly have 
(See paragraph 8.70.) ae 


committed US$8 million to purchase solar 


Sou : City of icag 3 
ree: City of Chicago systems in the next two years. The solar 
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systems will be installed on other 
brownfields as well as schools, office 
buildings, transportation routes, and 
municipal and commercial properties. 
Over the next five years, Commonwealth 
Edison’s generating system will increase 
energy reliability and improve air quality 
by preventing the production of up to 

25 million pounds of carbon dioxide. 


8:72 For the Department of Energy, 
partnerships are key to the way its 
research and development group, the 
Energy Efficiency and Renewable Energy 
Network, conducts its work. Not only do 
they provide cost-sharing opportunities, 
they also increase the likelihood that the 
group’s research and development will 
result in practical applications. In the 
sector of renewable energy (energy 
produced from renewable sources like 
wind and the sun), an added challenge is 
the relatively high cost of new 
technologies. The Department has found a 
way to spread the risk, reduce the cost and 
encourage the practical application of one 
of these new technologies by integrating it 
into the redevelopment of brownfields. 


8.73 The Department of Energy, the 
City of Chicago and Spire Corporation 
never lost sight of Brightfield’s original 
objective when they attracted more 
partners, ideas and resources. This 
contribution only helped the project to 
improve and to create economic, 
environmental and social benefits for all 
through integrated decision making. 


8.74 The Chicago Brightfields project 
won the commitment of the highest 
officials in each partnership organization 
to a set of shared goals with clear benefits 
for all. However, the project also 
encountered a number of challenges. 

One of these is a key challenge to 
public-private co-operation: Most of the 
partners, including some public sector 
organizations, felt that government was 
not making decisions fast enough. As a 
consequence, Spire Corporation found it 
very difficult to commit the time and 
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money required to complete negotiations 
with its partners. 


The United Kingdom’s sectoral 
sustainability strategies 


Translating public policy into private 
sector action 


8.75 The Government of the United 
Kingdom (UK) has entered into 
discussions with a number of trade 
associations to produce sectoral 
sustainability strategies. The purpose of 
these strategies is to guide industry sectors 
on the type of practical actions they can 
take to improve their economic, 
environmental and social performance. 
The initiative focusses on approaches to 
sustainable development by sector, in 
contrast with those by environmental 
media, such as air or water. 


8.76 The UK government published its 
first national sustainable development 
strategy in 1994 and revised it in 

May 1999. This revised strategy contains 
a policy framework to guide action by the 
country, regions, communities, 
individuals, business and labour. It 
identifies about 150 indicators of progress 
and a new set of 14 headline indicators 
around four main objectives. 


Partnerships can 
spread the risk, 
reduce the cost 

and encourage 

the adoption of 
innovative responses 
to environmental, 
economic and 

social challenges. 


Sustainable Development in the United Kingdom 


The sustainable development strategy of the United Kingdom (UK) presents the 
government's commitment to social progress, environmental protection and 
economic growth. An initiative to develop sectoral sustainability strategies 
addressing these issues will help the private sector contribute to meeting public 
policy goals. (See paragraph 8.75.) 


Source: UK Department of the Environment, Transport and Regions 
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A key consideration 
for government is if 
and how to use its 
regulatory and 
taxation powers 
while negotiating 

a co-operative 
arrangement. 


In many cases, 
co-operative 
arrangements produce 
results beyond 

what any one 
participant could 

have accomplished 

on its own. 


8.77 The national strategy sets the 
government’s priorities in public policy 
and reflects extensive consultations with 
many groups. As part of a broader 
consultation, the government identified 
issues that concerned the business 
community and sought its views on how 
to resolve them. Sectoral sustainability 
strategies were identified as possible tools 
for a voluntary approach by industry to 
sustainable development. The strategies 
would determine the means to turn these 
public policy priorities into action by the 
private sector. 


8.78 The benefits of developing a 
sustainable development strategy are 
numerous. In preparing the national 
strategy, the government needed to clearly 
articulate its thinking on the range of 
social, economic and environmental 
issues. It also had to find answers to these 
issues and identify measures for assessing 
progress in a way that would help people 
to understand the issues and their 
consequences. The government learned a 
lot from this experience. 


8.79 Likewise, as the trade 
associations develop sectoral 
sustainability strategies, they will 
stimulate thinking, analysis and learning 
in the industry sectors they represent. This 
exercise will involve understanding 
general issues of sustainability and the 
issues that are most important in a given 
sector. While associations proceed to 
identify the impacts of these issues, their 
plans for responding to those impacts, and 
the way they will measure and report 
performance improvements in their 
sectors, their members will learn about the 
issues and the opportunities for change. 


8.80 For the government, one of the 
key outcomes of the sectoral strategies 
will be the identification of leading 
practices in various sectors. By identifying 
and promoting these practices, the 
government can help to raise the 
awareness and performance of other 
sectors. 


8.81 The process of developing these 
strategies allows the government and 
industry to discuss common problems and 
options for making progress. Already, 
discussions have begun on a range of 
topics from performance indicators to 
emerging social issues and priorities. 


8.82 This initiative is in its very early 
stages, and how the government and 
industry can work together is still unclear. 
While senior management of most 
participating sectors has publicly given its 
commitment, it still has to agree on the 
technical details, such as roles and 
responsibilities, resource commitments, 
monitoring and reporting of progress and 
areas of priority in need of action. 


8.83 For industry, one of the major 
benefits of co-operation is that it would 
not be subject to more regulation, taxation 
and other measures as long as it improved 
its environmental performance. 
Consequently, a key consideration in this 
and any public-private initiative is if and 
how government will use these measures 
while the co-operative approach is being 
explored. It is important for government 
and industry to be clear on the use of other 
policy options as they move from gaining 
commitment to implementing the 
initiative. 


Lessons Learned About 
Co-operative Arrangements 


Potential benefits of public-private 
co-operative arrangements 


8.84 We have seen how co-operative 
arrangements have the potential to allow 
both public and private organizations to 
extend their reach beyond their core 
competencies and constituencies. By 
concentrating a variety of resources, 
perspectives and capabilities, parties to an 
arrangement can meet their objectives 
more effectively. New and innovative 
solutions may be identified to address the 
concerns of different interested parties. 
More timely execution and lower 
implementation costs for all parties, 
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including government, can increase 
efficiency. In many cases, co-operative 
arrangements produce results beyond what 
any one participant could have 
accomplished on its own. 


8.85 When the networks of the various 
parties are involved, increased and more 
diverse stakeholder participation can lead 
to more equitable solutions. A broadly 
inclusive approach increases the 
credibility of the process and the results. 
By expanding and sharing decision 
making, participants can reconcile their 
differences, find common ground and 
improve their understanding of complex 
issues. The opportunity to advance 
learning and fundamental change in 
attitude can produce benefits beyond the 
initiative at hand. 


8.86 Government has a number of 
tools to meet public policy objectives. 
These tools include regulation, taxation 
and spending. Co-operative arrangements 
allow government to achieve its objectives 
by using the range of policy tools in 
innovative ways. They also allow industry 
to make a positive contribution to the 
policy agenda, to develop solutions and to 
implement solutions. 


Challenges to effective public-private 
co-operation 


8.87 The establishment of any 
co-operative initiative presents a number 
of fundamental challenges. There is a 
need to determine where compatible goals 
and mutual benefits exist for each of the 
parties. Finding the right participants, 
securing resources, establishing 
relationships and building trust take time 
and patience. Agreeing on the respective 
roles and responsibilities of the 
participants requires commitment and 
attention to detail. 


8.88 Setting and implementing 
sustainable development policy is a 
unique undertaking, due to constantly 
changing knowledge of the environmental 
and social impacts of economic activity. It 
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is further complicated by the existence of 
a diverse and growing range of active and 
empowered stakeholder groups with an 
interest in the issues. New working 
arrangements are difficult to establish 
amid the perceptions and misperceptions 
of traditional adversaries. The trust and 
confidence that are necessary in 
co-operative relationships can be elusive 
because of the historical positions of 
government as regulator, business as 
resister of regulation, and interest groups 
as advocates. 


8.89 Significant differences in 
organizational culture between the public 
and private sectors present challenges that 
were repeatedly drawn to our attention. 
Differences in terminology and use of 
language impede meaningful 
communication. The time needed for 
decision making and the level of aversion 
to risk are considerably less in the private 
sector, which can lead to frustration and 
even the inability to conclude an 
arrangement. The preference in business 
to negotiate one thing in return for another 
may meet resistance from the 
principle-based approach of many interest 
groups. It may also be seen as 
inappropriate or unworkable by regulatory 
authorities and incompatible with the 
requirements of public policy. Finally, the 
parties may have a significant investment 
in the status quo that prevents them from 
openly and constructively adopting new 
approaches. 


8.90 There is much information 
available on the components and 
characteristics of successful co-operative 
arrangements to address these challenges. 
Our Office has done extensive work on 
collaborative arrangements. In fact, we 
presented a governing framework for them 
in the Auditor General’s November 1999 
Report, Chapter 23, Involving Others in 
Governing: Accountability at Risk. 


8.91 However, there is considerably 
less information to assist in determining 
when to adopt a co-operative approach 
instead of regulation or other policy tools. 


Working With the Private Sector 


Successful 
co-operation requires 
compatible goals, 
mutual benefits, 
sufficient resources, 
clear roles and 
responsibilities and 
strong relationships. 
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Government needs to 
set clear objectives, 
establish management 
and reporting 
mechanisms, and 
involve all interested 
parties. 


Environmental 
organizations 

and other 
non-governmental 
organizations play an 
important role in 
public-private 
co-operative 
arrangements. 


Exhibit 8.4 


Conditions for Using a 
Co-operative Arrangement 


Source: Adapted from the New 
Directions Group Position on 
Voluntary Initiatives, 1997 


To begin to address this challenge, the 
New Directions Group, composed of 
senior representatives of Canadian 
corporations and environmental 
organizations, published a set of 
conditions for the use of what it referred 
to as “voluntary non-regulatory 
initiatives.” These conditions apply 
equally to other co-operative 
arrangements (see Exhibit 8.4). 


A significant concern 


8.92 Government cannot delegate its 
accountability for achieving public policy 
objectives and protecting the public good. 
To address this accountability through the 
use of co-operative arrangements, 
government needs to set clear objectives, 
establish management and reporting 
mechanisms that ensure transparency, and 
consult when identifying participants and 
other interested parties. 


8.93 The importance of regulation or 
the threat of regulation encouraging 
effective co-operation cannot be 
underestimated. Many people told us that 
co-operative arrangements need to be used 
within a strong framework of regulation 
and enforcement. Such a framework 
communicates the commitment of 
government to stated public policy 
objectives. 


Non-governmental organizations as 
valuable partners 


8.94 The majority of the co-operative 
arrangements we studied included 
non-governmental organizations (NGOs) 


as participants and sometimes as leading 
partners. We believe this reflects the 
important role that environmental 
organizations and other NGOs play in 
public-private co-operative initiatives. 


8.95 NGOs contribute many benefits 
to these initiatives. They bring to the 
issues their expertise in the environment 
and other areas, knowledge and a unique 
perspective. They give more credibility to 
the initiatives in the eyes of a broader 
constituency of interested stakeholders. 
The participation of a nationally or 
internationally recognized NGO can help 
to raise the profile of an initiative and add 
marketing value with the public. 


8.96 Many NGOs have distinct 
networks and contacts worldwide, in 
government and in the communities of 
environmental and social activists. These 
can contribute distinctive points of view 
and valuable resources. Their experience 
with consultative processes can be 
particularly useful in large, inclusive 
co-operative initiatives. 


8.97 We heard that successful NGO 
partners balance environmental and social 
needs with economic priorities in seeking 
workable solutions to an issue. Leading 
companies and NGOs are actively 
developing diverse relationships and 
projects to create business opportunities, 
while improving environmental 
performance and social responsibility. 


Assessing co-operative arrangements 


8.98 In the Auditor General’s 
November 1999 Report, the framework 


e A supportive public policy framework that includes appropriate legislative and regulatory tools. 


e Agreement of interested and affected parties that the arrangement is appropriate, credible and 


effective to achieve the desired objectives. 


e A reasonable expectation of sufficient participation in the arrangement over the long term to meet 


objectives. 


e Clearly defined roles and responsibilities for all parties. 


e Capacity of parties involved in development, implementation and monitoring to fulfil their 


respective roles and responsibilities. 
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we presented for assessing collaborative 
arrangements focussed on ensuring 
credible reporting, establishing effective 
accountability mechanisms, ensuring 
adequate transparency and protecting the 
public interest. 


8.99 Applying this framework to our 
case studies goes beyond the scope of this 
study. However, the participants in 
co-operative arrangements whom we 
interviewed referred to most of the 
framework’s components when they 
discussed necessary factors for developing 
and implementing such arrangements. 


8.100 They considered on three levels 
the success of the arrangements in which 
they participated (see Exhibit 8.5). 


8.101 The answers to three questions 
help to evaluate this success. Did the 
initiative accomplish its objective to 
improve a specific element of 
environmental quality or to promote 
sustainable development? Did the 
initiative produce benefits in addition to 
those produced by resolving the central 
environmental or sustainable development 
issue? How well did the process of 
co-operation work? 
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8.102 The participants we spoke to 
clearly emphasized the importance of 
having a tangible expected result on which 
to focus both the initiative itself and any 
assessment of its success. 


Conclusion 


8.103 Co-operative arrangements 
between the public and private sectors are 
increasingly required to deal with 
complex issues that single entities cannot 
resolve on their own. The pursuit of 
sustainable development in particular 
benefits from innovative, co-operative 
approaches to regulation and other public 
policy options. 


8.104 In this study, we highlighted how 
governments are using these approaches to 
achieve environmental and broader 
sustainable development goals. We 
discussed some of the benefits and noted 
some of the challenges of developing and 
implementing such approaches, and we 
described the key role that NGOs can 
play. 

8.105 Our case studies showed the 
emphasis that our interviewees placed on 
the characteristics of successful 
co-operative arrangements. Their 
comments supported the framework for 


It is important to have 
a tangible expected 
result on which to 
focus both the 
initiative and any 
assessment of its 
SUCCESS. 


involved. 


Direct Goals ¢ Measure the direct benefits in enhanced environmental quality and 
sustainable development. 


e Assess the influence on attitudes and decision making of parties 


Exhibit 8.5 


Evaluating the Success of 
Co-operative Arrangements 


= 


Indirect Benefits e Measure the impact on environmental quality in areas other than 


the central issue. 
Measure the impact in non-environmental areas. 


Assess the benefits of improved communication among parties. 


Process Management 


Review the parties’ success in setting and meeting stated goals. 


Review the parties’ satisfaction with the process, especially in 
comparison with available options. 


Determine the impact on catalyzing new co-operative initiatives and 
adding to the credibility of co-operative arrangements in general. 


Source: Adapted from Long 
and Arnold, The Power of 
Environmental Partnerships, 
1995 
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assessing collaborative arrangements, 
published in the Auditor General’s 
November 1999 Report. 


8.106 Our interviewees identified three 
necessary factors for the success of 
public-private initiatives. These include: 


e acommitment to timely action; 


e an understanding of the differences 
in organizational behaviour between the 


public and private sectors, for example, 
the different levels of risk tolerance; and 


e the need for initiatives to focus on 
performance and tangible results. 


8.107 More important, they drew to our 
attention the value of a strong, efficient 
and effective regulatory framework to 
stimulate and support effective 
co-operative initiatives. 
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% About the Study 


Objectives 


We undertook this study to draw Parliament’s attention to the use of co-operative arrangements between 
government and the private sector for achieving environmental and broader sustainable development goals. In 
their first sustainable development strategies, many departments identified the need to establish a partnership 
with the private sector. 


The objectives of our study were to: 


e highlight how governments are using innovative, co-operative arrangements to address environmental 
and broader sustainable development goals; 


e describe the potential benefits of co-operative arrangements between the public and private sectors; 
e explain the challenges facing the development and implementation of such arrangements; 
e describe the role that non-governmental organizations play; and 


e draw lessons from the case studies for developing and implementing credible and effective co-operative 
arrangements. 


Scope 


We invited environment and industry (or commerce) departments in Canada, the United States and the United 
Kingdom to identify their partnership arrangements with the private sector. We consulted experts and 
individuals in industry, government and non-governmental organizations. We also reviewed documentation on 
partnerships to learn about their management and to identify other examples of successful initiatives. 


We selected eight co-operative arrangements for more detailed study. In compiling these case studies, we 
carried out research and interviewed key participants from industry, government and non-governmental 
organizations. 


Study Team 


Acting Commissioner: Richard Smith 
Directors: Ron Bergin and Andrew Ferguson 


For information, please contact Richard Smith. 
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Chapter 9 


Follow-Up of Previous Audits: 
More Action Needed 


The follow-up work was conducted in accordance with the legislative mandate, 
policies and practices of the Office of the Auditor General. These policies and 
practices embrace the standards recommended by the Canadian Institute of 


Chartered Accountants. 
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9-4 Report of the Commissioner of the Environment and Sustainable Development — 2000 


Follow-Up of Previous Audits: 


More Action Needed 


Main Points 


a | The purpose of follow-up is to inform Parliament about actions that federal departments have taken to 
address previous observations and recommendations of the Auditor General and the Commissioner of the 
Environment and Sustainable Development. This follow-up chapter reports on the status of four separate audits. 


92 We are not satisfied with the overall progress that federal departments have made in addressing the 
findings in Chapter 4 of the April 1997 Report of the Auditor General, Control of the Transboundary Movement of 
Hazardous Waste. Canada is still not in a position to know the extent to which it is fulfilling its international 
obligations to prevent illegal traffic of hazardous waste at the border and does not have an action plan to address 
significant gaps. 


9:3 We are satisfied with the progress that departments have made in addressing the findings in Chapter 27 of 
the December 1997 Report of the Auditor General, Ozone Layer Protection: The Unfinished Journey. 
Environment Canada, the lead federal department, has shown strong commitment and leadership, internationally 
and domestically, in developing policies and programs aimed at eliminating or reducing ozone-depleting 
substances (ODS). Canada continues to meet its international phase-out and financial obligations and, with the 
provinces, maintains a national program for the recovery and recycling of ODS. Environment Canada needs to 
make further progress in enforcing the ODS regulations of the Canadian Environmental Protection Act, setting 
direction for federal departments, and planning for the future. 


9.4 Environment Canada’s enforcement program continues to be a cause of significant concern. We 
examined enforcement activities in the audits of the transboundary movement of hazardous waste and ozone layer 
protection. In our follow-up we found little or no improvement in many enforcement-related activities. 
Environment Canada provided us with conflicting data on inspection activities at the border. 


ws) With respect to Chapter 4 of the May 1998 Report of the Commissioner of the Environment and 
Sustainable Development, Canada’s Biodiversity Clock Is Ticking, we are satisfied overall with the progress that 
departments have made. We recognize that the implementation of the Canadian Biodiversity Strategy is a complex 
task. Departments realize that there is still much work to be done at the federal and national levels to fully 
integrate biodiversity into their programs and policies. 


9.6 We believe that the Canadian Environmental Assessment Agency has taken reasonable steps to address 
the findings directed to it in Chapter 6 of the Commissioner’s 1998 Report. Overall, however, we are not satisfied 
with the progress made by departments in correcting the deficiencies noted. 
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Introduction 


9.7 This Office’s policy is to follow 
up on previous reports of the Auditor 
General and the Commissioner of the 
Environment and Sustainable 
Development. The primary objective of 
this work is to ascertain whether the 
departments have addressed the 
recommendations and observations of 
previous reports and to provide a progress 
report to Parliament. Follow-up work is 
not a re-audit of the subject matter; rather, 
we base our findings on assertions made 
by departmental management. The field 
work for this follow-up ended 

31 December 1999. Since the end of our 
field work, however, some departments 
have informed us that they have been 
continuing to address our 
recommendations and observations. 


9.8 Details on the objectives, 
methodology and scope of the follow-up 
work (including the federal departments 
involved) is contained in the About the 
Follow-up section at the end of this 
chapter. In this chapter, the term 
“department” is used generically to 
include federal departments and agencies. 


9.9 Audit-by-audit follow-up. This 
follow-up chapter outlines the work 
departments undertook to address the 
observations and recommendations of four 
previous audits: 


¢ Control of the Transboundary 
Movement of Hazardous Waste (Chapter 
4, April 1997 Report of the Auditor 
General) 


e Ozone Layer Protection: The 
Unfinished Journey (Chapter 27, 
December 1997 Report of the Auditor 
General) 


e Canada’s Biodiversity Clock Is 
Ticking (Chapter 4, May 1998 Report of 
the Commissioner of the Environment and 
Sustainable Development) 


ee ee 
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e Environmental Assessment: A 
Critical Tool for Sustainable Development 
(Chapter 6, May 1998 Report of the 
Commissioner of the Environment and 
Sustainable Development) 


9.10 In the following sections, 
discussion of each of these previous audits 
is organized in the following way: 


¢ Background. A brief summary of 
the subject matter addressed in the 
original audit chapter, the main findings in 
that chapter, and any relevant changes 
since then (for example, new scientific 
information, new government policy). 


e Conclusion. The central message we 
are conveying to parliamentarians about 
departments’ overall progress. 


e Observations and Summary. 
Includes a discussion of departmental 
actions and progress on key selected 
observations/recommendations, as well as 
a table summarizing departmental 
progress on each observation/recommen- 
dation. In the table, we have assigned to 
the action on each significant observation 
or recommendation one of three ratings as 
set out below. These ratings reflect our 
consideration of such factors as the 
complexity of the recommendation, the 
number of departments involved, the 
amount of time elapsed since we reported, 
and the reasonableness of departmental 
action. 


* Fully addressed — The 
department has fully addressed the 
original audit finding and thus need 
not take additional action. Our Office 
will not follow up further. 


~ Satisfactory progress — The 
department has made reasonable 
progress in addressing the original 
finding, but must take some 
additional action. Our Office will do 
further follow-up work. 


X Unsatisfactory progress — The 
department has not made reasonable 
progress in addressing the original 
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Exhibit 9.1 


Implementation of 
Recommendations and 
Observations 


finding, and must take considerable 
additional action. Our Office will do 
further follow-up. 


9.11 Common themes and messages. 
In addition to the audit-by-audit follow-up 
work, we have analyzed the four audits in 
order to identify new insights and 
common issues. Four themes emerged 
from this analysis: closing the 
implementation gap, filling information 


Unsatisfactory 
Progress 
53% 


Satisfactory 
Progress 
42% 


Fully 
Addressed 
5% 


gaps, demonstrating leadership, and 
managing relationships. That section of 
the chapter discusses the relevance of 
these themes to each audit. 


9.12 Exhibit 9.1 shows the extent to 
which departments have addressed the 
recommendations and observations of all 
four audits. Only five percent of 
recommendations have been “‘fully 
addressed”, while departments have made 
unsatisfactory progress on a 
disappointingly high 53 percent. 


9.13 In our view, the observations and 
recommendations contained in the original 
chapters remain valid and pertinent. 
Although we are encouraged that 
departments are acting on many fronts, 
none of the subject matters addressed in 
the four audits has yet received a clean 
bill of health. We believe that the 
departments need to take additional action 
and our Office will need to do further 
follow-up work. 
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Control of the Transboundary Movement of Hazardous 
Waste — 1997, Chapter 4, Report of the Auditor General 


Background 


9.14 Improper disposal of hazardous 
waste can put Canada’s environment and 
the health of Canadians at risk. The export 
and import of hazardous waste has been 
the subject of various international 
agreements because of their 
environmental implications. In 1986, 
Canada entered into a bilateral agreement 
with the United States that requires the 
exporting country to notify the importing 
country of each proposed shipment of 
hazardous waste. The agreement also 
requires both countries to enforce 
domestic laws and regulations governing 
the transboundary shipment of hazardous 
waste. Canada is further committed to the 
Basel Convention on the Control of the 
Transboundary Movements of Hazardous 
Wastes and their Disposal (1992) and 
other agreements. These agreements are 
described in more detail in the 1997 
chapter. 


9.15 Our April 1997 chapter on 
hazardous waste assessed whether 
Environment Canada, in co-ordination 
with other federal departments and the 
provinces, had established an effective 
and comprehensive regime for controlling 
the transboundary movement of hazardous 
waste, consistent with Canada’s domestic 
and international environmental 
commitments and obligations. We 
concluded that Canada was not in a 
position to know the extent to which it 
was fulfilling its international obligations 
to prevent illegal traffic at the border. We 
also determined that: 


e« compliance promotion was generally 
good but there were significant 
weaknesses in the enforcement program; 


e there was little chance of detecting 
illegal traffic at the border; 


e there was limited enforcement action 
at the border to detect illegal traffic in 
hazardous waste; and 


e few charges had been laid for illegal 
shipments of hazardous waste, with even 
fewer convictions. 


Conclusion 


9.16 Overall, we are not satisfied with 
the progress that federal departments have 
made in addressing our 1997 findings. 


9.17 Our follow-up found that Canada 
is still not in a position to know the extent 
to which it is fulfilling its international 
obligations to prevent illegal traffic of 
hazardous waste at the border. 
Furthermore, Canada still has no 
comprehensive action plan to address 
long-standing and significant gaps in the 
enforcement of regulations governing the 
transboundary movement of hazardous 
waste. 


Observations and Summary 


9.18 Manifest compliance rates. The 
rates of compliance in completing 


hazardous waste manifests have improved. 


Environment Canada has been working 
with industry to encourage it to submit 
manifest documentation related to imports 
and exports of hazardous waste as 
required by law. As a result, compliance 
rates in 1998 were over 90 percent for 
generator and receiver copies of manifests 
and disposal certificates. Compliance rates 
for border copies of the manifests were 
56 percent for imports and 53 percent for 
exports. 


9.19 Detecting illegal traffic. There 
has been limited progress on quantifying 
the extent of potential illegal traffic of 
hazardous waste entering or leaving 
Canada. Canada Customs and Revenue 
Agency, Customs Border Services and 
Environment Canada agreed to do the 


We are not satisfied 
with the progress that 
federal departments 
have made in 
addressing our 1997 
findings. 


In 1997, we concluded 
that Canada was not in 
a position to know the 
extent to which it was 
fulfilling its 
international 
obligations. 


Compliance in 
completing 
notifications of 
hazardous waste 
cross-border transport 
has improved. 
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We are concerned 
about the reliability of 
Environment Canada’s 
data on border-related 
enforcement activity. 


Environment Canada 
still has a very limited 
infrastructure for 
providing intelligence 
data. 


necessary analysis. Environment Canada 
regularly analyzes legal shipments of 
hazardous waste entering and leaving the 
country and has begun to do so by mode 
of transportation, including hazardous 
waste entering and leaving by ship and 
train. This analysis did not address the 
extent of potentially illegal traffic. 
Environment Canada enforcement staff 
claim to have had insufficient resources to 
quantify illegal traffic. 


9.20 It is unclear whether inspection 
activity at the border has increased or 
decreased. In our 1997 audit, we found 
that border inspections in 1995-96 
numbered five in the Quebec region, 15 in 
the Ontario region and one in the Pacific 
and Yukon region. In our follow-up, 
Environment Canada provided us with 
conflicting data on the number of border 
inspections in each of these regions for 
1997-98 and 1998-99. Environment 
Canada told us that it is still standardizing 
definitional issues related to inspections 
and procedures for reporting them. We are 
concerned about the reliability of 
Environment Canada’s data on 
border-related enforcement activity. 


9.21 Environment Canada still has 
only a limited capacity to test samples of 
suspect shipments for hazardous waste. In 
1997, we reported that the Department 
had taken no samples in the Quebec 
region in 1995—96, none in the Pacific and 
Yukon region, and 12 in the Ontario 
region. Environment Canada reports that 
in 1998-99 four samples were taken in the 
Quebec region, three in the Pacific and 
Yukon region, and four in the Ontario 
region. 


9.22 There have been some 
improvements in training. Environment 
Canada and the Canada Customs Revenue 
Agency (CCRA) collaborated to produce a 
computer-based module available to 
Customs inspectors. This self-teaching 
module is designed to assist Customs 
inspectors in recognizing hazardous waste. 
As of December 1999, no information was 


available on the number of Customs 
officers who have taken the training, or on 
its effectiveness. 


9.23 Controlling exports: the revised 
Memorandum of Understanding has not 
been finalized or implemented. To 
comply with procedures established for 
the Export and Import of Hazardous 
Wastes Regulation, exporters of hazardous 
waste are required to leave a copy of their 
documentation (letters of authorization, 
notice forms and manifests) with the 
Customs office when they exit. In 1997, 
we observed that the limited facilities to 
deal with exports hampered the efforts of 
Customs officers. We noted in 1997 that 
the Memorandum of Understanding 
(MOU) between Environment Canada and 
the Canada Customs and Revenue Agency 
(then Revenue Canada) was silent on 
Customs’ responsibility to collect the 
documentation required for exports. The 
two parties committed to reaching a new 
agreement by 31 March 1998. 


9.24 At the time of our follow-up, they 
had made very little progress. An omnibus 
MOU between the two organizations is 
still in draft form and there has been no 
notable progress on developing an 
appendix to specifically address hazardous 
waste issues. As a result, there is still no 
agreement that addresses Customs’ 
responsibility for collecting 
documentation required for exports. Nor is 
there an action plan or timetable for 
improving the compliance of exporters 
required to leave documentation at the 
border 


9.25 Providing intelligence data. 
Environment Canada still has a very 
limited intelligence infrastructure. In 
1997, we reported that Environment 
Canada was not providing Customs with 
information on shipments that should be 
subjected to inspections, largely because it 
lacked an adequate intelligence 
infrastructure. This situation has not 
improved. Environment Canada told us 
that it plans to hire intelligence staff to 
provide this information. Action plans are 
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in the early stages of development and do 
not include timetables. 


9.26 In 1997, we noted the advantages 
of a joint force operation approach that 
would capitalize on the existing expertise 
in Environment Canada, Customs Border 
Services, the RCMP and other agencies. 
At the time, Environment Canada agreed 
to provide the leadership needed to 
establish such an approach. Three years 
later, a joint force operation approach has 
yet to be implemented. 


9.27 Analyzing the international 
agreement. In 1997, we recommended 
that once definitional issues were 
resolved, Environment Canada should 
determine whether it needed to analyze 
both the positive and negative 
environmental effects of a proposed ban 
on shipping recyclable hazardous waste 
from developed to developing countries. 
Environment Canada has completed that 
analysis and has participated actively in 
discussions on the shipment of recyclable 
waste. It reports that it assessed 
environmental and economic factors in 
developing its position. It has agreed to 
the lists of banned shipments included in 
the February 1998 annex to the Basel 
Convention. 


9.28 Our assessment of progress made 
since our 1997 audit is summarized in 
Exhibit 9.2. 


——— eee 
Follow-Up of Previous Audits: More Action Needed 


Department’s comments: Environment 
Canada has been working to address the 
enforcement observations and issues 
raised in the chapters on Control of the 
Transboundary Movement of Hazardous 
Waste and Ozone Layer Protection: The 
Unfinished Journey. The national 
enforcement program has put in place a 
broad-based action plan that addresses 
policy, management, enforcement tools 
and resources. In 1999-2000, additional 
resources were reallocated to the program 
to allow some staffing and basic training 
to take place. The Budget 2000 confirmed 
increases to the ongoing resources for the 
enforcement program; these new resources 
will be directed to high priorities. 


The improvements to the enforcement 
program raised by the Commissioner are 
recognized by Environment Canada as 
necessary to ensure the overall 
effectiveness of the regulations. Both 
Export and Import of Hazardous Wastes 
and Ozone Depleting Substances 
regulations are priorities for Environment 
Canada’s Enforcement Program. 
Additional staff are being recruited and 
trained to add to and strengthen the 
inspection, investigative and intelligence 
capacity of Environment Canada. 
Comments in this chapter about 
border-related data, intelligence, training 
and co-operation mechanisms with 
Canada Customs have been addressed or 
will be in the coming months. 


A joint force operation 
approach has yet to be 


implemented. 
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Exhibit 9.2 


Control of the Transboundary Movement of Hazardous Waste — 


Summary of Follow-up Findings 


Chapter Recommendation/ OAG 
Paragraph Observation Assessment Comments 
Promoting compliance 
4.48 Improve rates of compliance with i“ Import and export manifest and disposal certificate 
manifests and disposal certificates reporting has increased to over 90% in most categories 
Detecting illegal traffic 
4.56 Quantify illegal traffic x EC reports that staff are being hired as of December 1999 
4.59 Environment Canada (EC) to provide Va Canada Customs intranet training available as of December 
training 1999 
4.63 Develop a strategy for analyzing samples x Training being provided. Sampling frequency remains low 
4.68 Quantify ship and rail traffic and x December 1999 report identifies legal hazardous waste 
determine potential illegal traffic traffic by ship and rail. More analysis needed to determine 
potential illegal traffic 
Controlling exports 
4.86 MOU silent on exports x Hazardous waste appendix to MOU not yet completed 
Providing intelligence data 
4.9] EC to provide intelligence information to x Not happening on a systematic basis. EC to hire intelligence 
Customs staff 
4.96 EC to lead in establishing joint force x Recommendation not implemented. EC to hire necessary 
operations staff 
Analyzing the international 
agreement 
4.102 Once definitional issues resolved, EC to I International definitions have been resolved, analysis has 
analyze effects been completed, Canada agreed to adopt Hazardous Waste 
lists 
* fully addressed i“ — satisfactory progress X unsatisfactory progress 
9-12 
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Ozone Layer Protection: The Unfinished Journey — 
1997, Chapter 27, Report of the Auditor General 


Background 


9.29 The depletion of the stratospheric 
ozone layer continues to be one of the 
most serious environmental issues 
confronting Canada and countries around 
the world. Ozone layer depletion results in 
increased levels of ultraviolet-B radiation 
at the Earth’s surface, and this directly 
impacts the health of Canadians and their 
environment. Because of its northern 
location, Canada is one of the countries 
most at risk from the effects of ozone 
layer depletion. The most recent scientific 
assessment indicates that the ozone layer 
is still vulnerable. The United Nations 
Environment Program stresses the 
importance of continued global 
commitment if the ozone layer is to 
recover by 2050. 


9.30 Our 1997 chapter addressed 
several aspects of the federal 
government’s program for protecting the 
ozone layer. It examined Canada’s 
implementation of the international 
Montreal Protocol on Substances that 
Deplete the Ozone Layer (and related 
domestic controls on ozone-depleting 
substances), the federal-provincial 
National Action Plan on the Recovery and 
Recycling of CFCs, public education, and 
the management of ozone-depleting 
substances (ODS) in federal operations. 


9.31 Overall, our 1997 audit reached 
positive conclusions about the federal 
government’s ozone layer protection 
program. At the global level, ozone layer 
protection was characterized as a story of 
determination and achievement, and a 
demonstration of sustainable development 
in action. Our audit found that Canada 
was fully meeting its obligations to 
control ODS under the Montreal Protocol, 
and that its accomplishments compared 
favourably with, and in some cases 
exceeded, those of other countries. We 


gave credit to Environment Canada for its 
progress in promoting the recovery and 
recycling of CFCs through the National 
Action Plan, and for its efforts in 
co-ordinating a complex activity to 
harmonize regulations across Canada. 


9.32 The 1997 chapter also identified 
some weaknesses in the federal 
government’s management of ozone layer 
protection, notably in the enforcement of 
regulations under the Canadian 
Environmental Protection Act (CEPA), the 
need to better target public education, and 
the “not so greening” of federal 
operations. Perhaps most important, the 
subtitle of the chapter, The Unfinished 
Journey, reflected our strong belief that 
the job was not complete (and that future 
generations would have to cope with the 
legacy left to them). We made nine 
recommendations for improvement. 


Conclusion 


9.33 Overall, we are satisfied with the 
level of action departments have taken on 
our 1997 recommendations and 
observations. Environment Canada, the 
lead federal department, continues to 
show strong commitment and leadership, 
both internationally and domestically, in 
developing policies and programs aimed 
at eliminating or reducing ozone-depleting 
substances. Canada continues to meet its 
phase-out obligations (accurate to 1998) 
and financial obligations under the 
Montreal Protocol (10 percent of 1999 
obligations remained outstanding at end of 
our field work). With the provinces, 
Environment Canada maintains a national 
program for the recovery and recycling of 
ODS. Public education programs are 
focussing more on vulnerable populations, 
such as school age children. Moreover, 
federal departments are now 
implementing environmental management 
systems. This should strengthen the 


Ozone layer depletion 


remains a serious 


environmental issue. 


The journey is still 
unfinished. 


Canada continues to 


meet its phase-out 


obligations and shows 


commitment and 
leadership. 


Report of the Commissioner of the Environment and Sustainable Development — 2000 


9-13 


Follow-Up of Previous Audits: More Action Needed 


Environment Canada’s 
inspection program 
has significant 
weaknesses. 


New regulations 
improve the control of 
ozone-depleting 
substances (ODS) in 
federal departments. 


management of ODS in federal 
operations. 


9.34 Some areas require further 
progress, notably enforcing the CEPA 
regulations on ODS, setting direction for 
federal departments, and planning for the 
future. 


Observations and Summary 


9.35 Enforcement of the CEPA. 
Environment Canada’s inspection program 
still has the significant weaknesses that we 
cited in the 1997 chapter, including a lack 
of consistency in identifying the regulated 
community and in planning and 
implementing inspections. Environment 
Canada has analyzed its overall 
enforcement requirements (including 
those beyond ODS regulations) and has 
proposed plans to increase the number of 
full-time designated inspectors. 


9.36 Canada’s National Action Plan. 
In 1992, the Canadian Council of 
Ministers of the Environment published a 
National Action Plan for Recovery, 
Recycling and Reclamation of CFCs. In 
our 1997 audit we noted that many of the 
tasks set out in the 1992 plan had been 
accomplished, but there were a few weak 
areas. We recommended that Environment 
Canada, through the Federal-Provincial 
Working Group (FPWG), assess the 
economic and environmental significance 
of differences in provincial regulations 
that govern ODS use, recovery and 
recycling. Environment Canada informed 
us that it had proposed such a study to the 
FPWG, but the Group decided instead to 
study the notable differences in provincial 
regulations, without focussing explicitly 
on their economic and environmental 
significance. Environment Canada has 
advised us that an analysis has 
commenced but is not completed. 


Wail The not-so-greening of 
government operations. Substantial 
quantities of ODS are used and stored in 
federal facilities across Canada. Over the 


past decade, the federal government has 
committed to leading the way by greening 
its own operations. In 1997, we noted that 
departmental ODS strategies did not 
support such leadership and were limited 
in their reach. Few departments, for 
example, had established early phase-out 
dates or set direction for using 
alternatives. Rather, departmental policies 
sought to minimize ODS emissions from 
operational equipment while maximizing 
the equipment’s operational life. 
Departments report that this is still the 
case. 


9.38 More encouraging, however, is 
that the federal government halocarbon 
regulation took effect on | July 1999. 
Environment Canada, National Defence, 
Transport Canada and Public Works and 
Government Services Canada report that 
they have prepared inventories of ODS 
equipment to support implementation of 
the regulations. Fisheries and Oceans has 
such an inventory for the Coast Guard but 
not for its other operations. 


9.39 In 1997 we also noted the 
absence of government-wide direction. 
We recommended that the federal 
government assign responsibility and 
authority to Environment Canada or 
another department to clearly articulate its 
expectations for leadership in managing 
and eliminating ODS in federal 
operations. This recommendation has not 
been implemented. The federal 
halocarbon regulation requires 
departments to maintain their equipment 
so as to minimize releases and eliminate 
some but not all uses of ODS. In our view, 
this remains a serious gap. 


9.40 Turning to the future. The 
challenges facing governments in their 
quest to solve ozone layer depletion have 
changed dramatically since the Montreal 
Protocol was introduced. Our 1997 audit 
examined how Environment Canada was 
assessing its options and priorities. We 
recommended that the National Action 
Plan be revised to include several 
components of effective accountability. 
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These would include a demonstration of 
the expected costs and benefits; more 
clearly articulated roles, tasks and 
responsibilities; development of 
measurable objectives, targets and 
outcomes; procedures for reliable 
reporting on performance; and 
mechanisms to provide for redress and 
necessary program adjustments. 


9.41 We believe that Environment 
Canada has made important improvements 
in the accountability provisions of the new 
National Action Plan and note that the 
Plan now includes measurable objectives, 
targets and tasks for each level of 
government. It does not contain 
information on expected benefits and 
costs, procedures for reliably measuring 
and reporting on performance, or 
mechanisms to provide for redress and 
necessary program adjustments. 


9.42 In 1997, we recommended that 
Environment Canada clearly articulate the 
federal government’s position on the 
destruction of ozone-depleting substances 
and equipment that uses them. 
Environment Canada is working with the 
provinces to develop a national strategy 
for destruction of surplus ODS but the 
federal government has not yet developed 
a position of its own. In the absence of a 
federal or national position, individual 
departments are left to develop their own 
approach to the storage and management 
of surplus ODS. 
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Department’s comments: With regard to 
the development of a federal government 
position on ODS destruction, a phase-out 
and disposal strategy is being developed 
nationally through the Federal-Provincial 
Working Group on ODS. It will address 
disposal issues for all jurisdictions, 
including federal entities. In addition, 
Environment Canada is preparing a 
disposal guide that will identify current 
and promising destruction technologies as 
well as appropriate performance 
parameters for destruction. 


9.43 Our 1997 chapter identified many 
new challenges facing governments 
around the world, describing this as an 
important juncture in the evolution of 
Canadian efforts to protect the ozone 
layer. We recommended that Environment 
Canada direct its available resources 
toward activities that maximize ozone 
recovery, aided in part by consultation 
with affected stakeholders and by 
structured analysis of opportunities to 
reduce risk. While Environment Canada 
has shown that it is responsive to evolving 
issues of domestic and international 
concern, we believe that opportunities still 
exist to more formally take stock of 
departmental ozone programs and adjust 
activities as appropriate. 


9.44 Our assessment of progress made 
since our 1997 audit is summarized in 
Exhibit 9.3. 


A federal position on 
the destruction of ODS 
is still missing. 


Opportunities still 
exist to improve the 
ozone program. 
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Exhibit 9.3 


Ozone Layer Protection: The Unfinished Journey — Summary of ° 
Follow-up Findings 


Chapter Recommendation/ OAG 
Paragraph Observation Assessment Comments 
Meeting our international obligations 

PEE SNS) Meet and exceed commitments under * Canada continues to meet its commitments and continues to 
Montreal Protocol show leadership 

27-50 Environment Canada (EC) should formalize Va Full-time staff hired in December 1999, Several projects 
its bilateral assistance efforts implemented but activities with CIDA not formalized 

Enforcing the CEPA 

Piffeare: EC’s inspection plans should identify in a x EC has not yet consistently identified companies for inspection 
consistent manner companies subject to 
inspection 

27.59 EC should apply its criteria for selecting x EC has yet to apply consistent selection criteria across all 
companies to inspect consistently across all regions 
regions 

27.60 EC should determine/carry out the level of x No progress. EC has not demonstrated the level of effort 
inspection coverage necessary to ensure necessary to ensure compliance 
compliance 

Canada’s National .ction Plan 

27.70 EC should undertake an economic and iY The FPWG agreed to assess “significant differences.” This 
environmental study to assess the assessment has commenced but is not completed 
significance of differences in provincial 
legislation 

Public education 

27.81 Health Canada and EC should assess the Vl EC has assessed surveys; as a result, it has increased its 
significance of surveys and communication emphasis on targeting youth. Health Canada’s and EC’s 
activities directed at high-risk groups planning activities point to an increased focus on pre-teens 

Greening of government operations 
27.93 ODS strategies are limited in their reach pe Halocarbon regulations were promulgated July 1999. Most 
departmental plans include use of ODS equipment to the end of 
its economic life 

27.103 Federal government should assign authority x No department has been assigned the role of articulating the 
to articulate its expectations for leadership federal position on leadership. Halocarbon regulations address 
in management of ODS in federal procedures for using ODS equipment 
Operations 

Turning to the future 

27.110 The Revised National Action Plan should i“ Revised NAP, developed January 1998, includes measurable 
include components of effective objectives, targets and tasks but not costs, benefits, performance 
accountability measurement or redress mechanisms 

27.121 EC should clearly articulate government x EC has commenced work with provinces but federal 
position on ODS destruction position has not been developed 

27.128 EC should direct efforts toward activities a EC did internal analysis of ways to optimize activities. We 
that maximize benefits believe opportunities still exist 

x fully addressed “ — satisfactory progress X unsatisfactory progress 
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Canada’s Biodiversity Clock Is Ticking — 1998, 
Chapter 4, Report of the Commissioner of the 
Environment and Sustainable Development 


Background 


9.45 In 1992, at the Earth Summit in 
Brazil, Canada signed the United Nations 
Convention on Biological Diversity and, 
later that year, ratified it. This Convention 
was developed in response to international 
concern over the global loss of plant and 
animal species and their habitats. 


9.46 Our 1998 chapter on biodiversity 
reviewed progress the federal government 
had made in implementing the 
commitments of the Convention. At that 
time, developing the Canadian 
Biodiversity Strategy was Canada’s 
primary response to the Convention. The 
implementation of the Strategy was still in 
its early stages and we noted that progress 
was slower than projected and that 
deadlines had been missed. 


9.47 Our chapter cited the need for a 
federal implementation plan as a tool to 
achieve national goals and measure 
performance. We also concluded that 
future reporting at the international, 
federal and provincial levels needed to 
reflect progress toward predetermined and 
measurable targets. 


Conclusion 


9.48 Overall, we are satisfied that 
progress has been made in addressing the 
findings of our audit. Our follow-up work 
noted advances in three areas. First, 
departments are developing performance 
measurement frameworks for biodiversity. 
Second, Canada is participating in several 
important initiatives, including the 
development of an international reporting 
framework. It is also involved in efforts to 
increase the participation of Indigenous 
peoples in biodiversity conservation. 
Finally, new partnerships have been 
formed to enhance co-operation, and the 


mandates of older committees are being 
reviewed where renewed focus is needed. 


9.49 In certain areas, however, 
departments are not meeting their 
projections. Specifically, three of eight 
federal biodiversity modules and the 
federal implementation plan remain 
unfinished. The completed modules lack 
elements that we had identified as key to 
their effectiveness. 


9.50 In addition, we were told that 
adequacy of resources remains a concern, 
particularly for scientific capacity and for 
making biodiversity information more 
available. For example, the federal 
government is still not able to report on 


the overall state of biodiversity in Canada. 


Departments recognize that continued 
effort is required at the federal and 
national level. In the future we will revisit 
the federal government’s actions to 
address the issue of biodiversity. 


Observations and Summary 


9.51 Biodiversity modules. The 
deadline for the completion of the eight 
federal modules was April 1997. 
Currently, three remain unfinished: 
aquatic diversity, ecological management 
and international co-operation. Since our 
1998 audit, three modules have been 
completed: education, protected areas and 
wildlife. However, they do not adequately 
incorporate the key elements of time 
frames, resources to be allocated, 
expected results and performance 
indicators (see Exhibit 9.4). Without these 
elements, we believe that Canada’s ability 
to deliver and report on biodiversity 
initiatives is compromised. 


9.52 Federal implementation plan. 
There is no federal implementation plan 
for biodiversity. As noted in our 1998 
audit, such a plan is a fundamental 
component of Canada’s efforts to meet its 
international and domestic biodiversity 


Three federal 
biodiversity modules 
remain unfinished. 


There is no federal 
implementation plan 
for biodiversity. 
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The government has 


no ministerial “home” 


for biodiversity. 


Performance 


measurement 
frameworks are being 
developed. 


Exhibit 9.4 


commitments. Environment Canada states 
that this plan will summarize all eight 
modules. It is still our view that the 
completed set of modules will not 
constitute an adequate federal 
implementation plan unless all the 
elements identified in Exhibit 9.4 are 
addressed. 


9:53 Performance measurement and 
reporting. Efforts are now under way in 
Agriculture and Agri-Food Canada, 
Environment Canada and Natural 
Resources Canada to develop and 
implement departmental performance 
measurement frameworks for biodiversity. 
The goal is for these departmental 
performance frameworks to form the basis 
of a federal framework, under which 
individual departmental results can be 
consolidated and reported to Parliament 
and Canadians. These efforts are in 
response to our 1998 observation that the 
absence of some key elements from the 
modules limits their usefulness as a basis 
for a federal implementation plan. 


9.54 Agriculture and Agri-Food 
Canada’s performance measurement 
framework for its biodiversity module is 
noteworthy. In addition to the elements we 
identified in 1998 as critical, the 
Department’s framework is linked to 
business lines, incorporates key result 
areas, and identifies lead personnel for 


Biodiversity Modules Completed Since 1998 and 
Elements They Address 


Resources 
Time to be Expected Performance 
Module Frame Allocated Results Indicators 
Protected Not 
Areas Addressed Addressed Addressed Addressed* 
Not 
| ‘Wildlife Addressed* Addressed Addressed Addressed* 
Not Not Not Not 
Education Addressed Addressed Addressed Addressed 


“Addressed, but to a very limited extent. 


specific departmental actions. 
Departmental officials told us that the 
framework has facilitated reporting and 
that biodiversity is now viewed as an 
important component of the Department’s 
core business. 


9:35 It is our view that performance 
measurement frameworks are necessary to 
implement the modules that have been 
completed to date. An opportunity exists 
to develop performance frameworks in 
tandem with the modules yet to be 
completed. 


9.56 Federal-provincial-territorial 
co-ordination. There is still no ministerial 
“home” for biodiversity. Biodiversity 
receives only limited attention by 
ministerial committees because of the 
many other competing agenda items. The 
new Canadian Endangered Species 
Conservation Council will address issues 
such as species at risk and their habitat; 
however, other important elements of 
biodiversity may be overlooked. 
Environment Canada informed us that 
discussions have been initiated with the 
provinces to rejuvenate commitment to 
the Canadian Biodiversity Strategy at the 
ministerial level. 


9.57 The Federal-Provincial- 
Territorial Working Group on Biodiversity 
also provides an opportunity for 
interjurisdictional action on biodiversity. 
Since the release of the Canadian 
Biodiversity Strategy in 1996, 
provincial-territorial attendance at 
Working Group meetings has been very 
low; often only one or two provinces are 
represented. However, Working Group 
members are trying to increase 
participation. At its 7 October 1999 
meeting, the Working Group decided that 
a greater focus on domestic 
implementation is needed, as well as a 
program of work leading to tangible 
federal-provincial-territorial outputs. 


9.58 International reporting 
framework. To improve international 
reporting, Canada’s Biodiversity 
Convention Office (BCO) is participating 
with representatives of eight other 
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countries in an initiative to develop and 
test a revised international performance 
reporting matrix. This matrix will form 
the basis of the next Country Reports of 
the 176 parties to the Convention, 
expected in 2001. 


359 Maximizing resources — 
Biodiversity Convention Office (BCO). 
The BCO is a focal point for Canada’s 
biodiversity efforts. Given its small 
resource base, however, it faces a daunting 
challenge to meet the public’s 
expectations to advance and report on 
domestic implementation as well as to 
continue to monitor and co-ordinate 
Canada’s international commitments to 
the United Nation’s Convention on 
Biological Diversity. It is addressing this 
challenge by encouraging Environment 
Canada to integrate biodiversity into its 
planning, priority-setting and resource 
allocation decisions. In addition, the BCO 
is trying to achieve a broader recognition 
of biodiversity by encouraging other 
federal departments and various 
stakeholder groups, such as Indigenous 
peoples, to place it on their agendas. 


9.60 Maximizing resources — other 
federal departments. By its very nature, 
biodiversity cuts across departments and 
jurisdictions. Limits on resources have 
created the need to find innovative ways 
to co-ordinate efforts and maximize 
opportunities. For example, under the 
Federal Biosystematics Partnership, 
Agriculture and Agri-Food Canada, 
Environment Canada, Fisheries and 
Oceans, Natural Resources Canada and 
the Canadian Museum of Nature have 
agreed to share data and resources. Other 
federal efforts include re-examining the 
mandates of existing biodiversity 
committees to maximize their potential. 


9.61 Biodiversity science capacity. 
The federal government needs to enhance 
its capacity for biodiversity research, 
which is highly complex and 
wide-ranging. Biosystematics is one area 
where a concerted effort has been made to 
address this need. For example, the 
Federal Biosystematics Partnership is 
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developing a needs assessment to identify 
gaps in the federal capacity to do 
biosystematics research. The Partnership 
has also prepared a proposal for joint 
funding to acquire taxonomic and 
bioinformatics specialists. These 
personnel would be distributed among 
partners involved in the proposal. 


9.62 In 1998, we recognized that 
biological data were often not in a 
standardized or accessible format. In 
response to this observation, three federal 
departments and one Crown corporation 
— Agriculture and Agri-Food Canada, 
Environment Canada, Natural Resources 
Canada, and the Canadian Museum of 
Nature — formed the Canadian 
Biodiversity Information Initiative. This 
initiative led to the development of an 
electronically accessible “prototype” 
database on “Butterflies of Canada”. 
Recently, the MOU among the federal 
government’s five natural resource 
departments identified the further 
development of this initiative as one of six 
priorities under the title “The Biota of 
Canada Information Network”. 


9.63 In an appendix to the 1998 
chapter, we reported specific challenges 
being encountered by Agriculture and 
Agri-Food Canada. We indicated that 
some kind of indicator was needed for the 
long-term economic security of the sector 
— which depends, in part, on having a 
range of products. The Department is 
making significant progress in most of 
these areas but still needs indicators of 
domesticated biodiversity. Agriculture and 
Agri-Food Canada is addressing this 
challenge by working in collaboration 
with other OCED countries to develop 
such indicators at the international level. 
The Department views this as the most 
appropriate approach because most of the 
biodiversity that has been domesticated 
and is available as a resource for use in 
Canada is widely dispersed throughout the 
world. 


Biodiversity research 
needs to be enhanced. 


9.64 Our assessment of progress made 
since our 1998 audit is summarized in 
Exhibit 9.5. 
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Exhibit 9.5 


Canada’s Biodiversity Clock Is Ticking — Summary of Follow-up 


Findings 
Chapter Recommendation/ OAG 
Paragraph Observation Assessment Comments 
4.17, 4.23 Complete biodiversity modules x Three of eight modules not yet complete. Deadline for 
completion was 1997 
4.20 Develop an international reporting es Canada participating in developing and formalizing a 
framework framework for international reporting 
4.24, 4.33 Develop a federal implementation plan x Not yet developed; requires completion of all modules 
4.27, 4.31 Maximize resources pe 
1. Biodiversity Convention Office 1. Encouraging integration of biodiversity into a variety of 
committees 
2. Other federal departments 2. Progress made in developing new committees and 
renewing existing ones to maximize use of resources; 
creation of the Federal Biosystematics Partnership 
3. Biodiversity science capacity 3. Challenges still exist, particularly for research and 
availability of scientific information 
4.28, 4.29 Federal-provincial-territorial x Still no ministerial “home” for biodiversity; 
co-ordination Federal-Provincial-Territorial Working Group on 
Biodiversity is working to define a national focus and 
improve turnouts for meetings 
4.30, 4.34 Performance measurement and reporting es Development and implementation of departmental 
performance measurement frameworks; efforts under way to 
develop a federal performance measurement framework for 
reporting 
Appendix AAFC’s Biodiversity Action Plan er The Department is making significant progress in most of 
these areas; however, indicators of domesticated 
1. Content biodiversity are still needed 
2. Scientific information 
3. Indicators of domesticated 
biodiversity 
4. Integration with other departments 
x fully addressed J“ satisfactory progress X unsatisfactory progress 


Report of the Commissioner of the Environment and Sustainable Development — 2000 


Follow-Up of Previous Audits: More Action Needed 


Environmental Assessment: A Critical Tool For 
Sustainable Development — 1998, Chapter 6, Report of 
the Commissioner of the Environment and Sustainable 


Development 
Background 


9.65 Environmental assessment (EA) 
is the examination of planned projects, 
programs, policies or activities to ensure 
that potential impacts on the environment 
receive careful consideration before 
decisions are made or actions taken. The 
Canadian Environmental Assessment Act 
(CEAA) came into force in 1995 and 
prescribes the conditions under which 
federal departments and agencies must 
conduct an environmental assessment. 
Departments and agencies (hereinafter 
referred to as departments) are responsible 
for ensuring that an EA of a project is 
conducted under the CEAA before they 
take certain actions with respect to that 
project. The Canadian Environmental 
Assessment Agency (the Agency) 
administers the CEAA and provides 
guidance and advice to federal 
departments. While the CEAA focusses on 
projects, there is also a Cabinet directive 
in place that calls for an environmental 
assessment of federal policy and program 
initiatives. 


9.66 In 1998 we examined the 
implementation of the CEAA, the roles of 
the Agency and other responsible federal 
departments, and the extent of compliance 
with the Cabinet directive. In addition to 
the Agency, nine federal organizations 
were included in the scope of the audit. 


9.67 The chapter identified a number 
of weaknesses in the implementation of 
the CEAA. We concluded that 
environmental assessments (EAs), 
conducted by departments did not 
consider all of a project’s elements or 
potential environmental effects, nor did 
departments do sufficient monitoring of 
mitigation measures and environmental 
follow-up. In addition, information for the 
public was deficient in environmental 


assessment reports and in the Federal 
Environmental Assessment Index. We 
concluded that departments and agencies 
had been slow to implement the 1990 
Cabinet directive on environmental 
assessment of policies and programs. 


9.68 The Agency took the lead in 
preparing the federal government’s 
response to our recommendations and in 
working with departments to implement 
them. Recommendations directed to the 
Agency focussed on increasing the level 
of guidance it provides. Most of the 
recommendations were directed to 
departments and focussed on improving 
the quality and consistency of EAs. In our 
view, improvement in the quality of EAs 
requires co-operation between the Agency 
and departments. 


Conclusion 


9.69 We believe that the Agency has 
taken reasonable steps to respond to our 
1998 audit findings. Following the release 
of the chapter, the Agency, in tandem with 
a mandatory five-year review of the CEAA 
and in collaboration with departments, 
conducted a Compliance Monitoring 
Review of EAs (see paragraph 9.71). It 
also issued guidance documents and 
launched other initiatives based on our 
recommendations. 


9.70 However, we are not satisfied 
that departments are making sufficient 
progress to fully correct the deficiencies 
we noted. Although eight federal entities 
have taken some action to improve the 
way they conduct EAs, they report 
relatively little change in their practices. 
These departments have also reported that 
they participate in committees established 
by the Agency. This is certainly a first 
step, but not enough to improve the 
quality of federal EAs. Even though the 
Agency has a lead role in developing new 


The 1998 chapter 
identified a number of 
weaknesses in the 
implementation of the 
Canadian 
Environmental 
Assessment Act. 


The Agency has taken 
reasonable steps but 
departments are not 
making enough 
progress. 
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Some action has been 
taken to improve the 
quality of 
environmental 
assessments. 


Departments have 
done little overall to 
correct the problems 
identified in our audit. 


tools — such as operational policy 
statements, guidelines and training — the 
ultimate responsibility for good EAs in 
Canada rests with departments. 


Observations and Summary 


Shs The Compliance Monitoring 
Review (CMR). To address the majority 
of the recommendations in our chapter, 
the Agency undertook a Compliance 
Monitoring Review (CMR) of EAs 
conducted by federal entities. The purpose 
of this review was to examine the quality 
of EAs and to assess the degree to which 
they complied with the CEAA. Eleven 
departments participated in the CMR, 
including seven of the nine federal entities 
we audited in 1998. As part of the review, 
the Agency recommended that the entities 
evaluate 20 EA reports according to the 
Agency’s Compliance Monitoring 
Framework. 


9.72 The CMR, completed in the 
summer of 1999, confirmed many of the 
observations identified in our 1998 
chapter, namely: 


e the need for more direction on a 
project’s scoping; 


e the need to improve screening 
reports with better environmental 
description; 


e the requirement to integrate EAs 
earlier in project planning; and 


e the need to monitor mitigation 
measures. 


9.73 In our view, the CMR was an 
important step in further identifying 
weaknesses in the EA process, and an 
additional means of improving the quality 
of EAs. However, as already noted, we are 
concerned that departments have done 
little overall to correct the problems 
identified in our audit. 


9.74 Two departments and two 
agencies took the initiative to improve 
their internal procedures and practices 
after completing their CMR. For example, 
Environment Canada developed specific 


guidelines for its EA activities. Parks 
Canada took advantage of the CMR to 
begin updating its internal procedures for 
improved quality of EAs. The Atlantic 
Canada Opportunities Agency established 
a new procedure for ensuring that 
follow-up is carried out where 
appropriate. The Habitat Management and 
Environmental Science Directorate of 
Fisheries and Oceans has developed an 
electronic screening form as a guide to 
completing environmental assessments. 


972 The other departments told us 
that they have limited their actions to 
participating in the CMR and in the 
upcoming Quality Assurance Program, the 
next phase of the Agency’s initiative to 
improve the quality of EAs. However, 
none of them provided us with any 
evidence that they have actually changed 
their practices in response to their CMR 
results. 


9.76 Scoping of project and 
environmental effects. The 1998 audit 
found inconsistencies in the way 
departments scoped their projects and 
environmental effects. Scoping is still a 
confusing area for federal authorities. 
Three entities, Environment Canada, 
Parks Canada and Fisheries and Oceans, 
have analyzed court decisions on scoping, 
and the Agency has developed an 
Operational Policy Statement on scoping. 
However, organizations will need to 
develop scoping guidelines adapted to 
their specific activities. We noted that 
Environment Canada, Agriculture and 
Agri-Food Canada and Parks Canada have 
developed such guidelines; at the time of 
this audit, the Parks Canada guidelines 
were in draft form only. 


O77 Cumulative effects. Our chapter 
identified the need for guidance on 
addressing cumulative effects of projects. 
The CEAA requires departments to 
address cumulative effects, and this 
requirement has been stressed in recent 
legal decisions. Departments now have 
access to the Agency’s Reference Guide: 
Addressing Cumulative Environmental 
Effects and to its Operational Policy 
Statement. The Agency also provides 
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training to departments. We noted that two 
departments have tried to better integrate 
cumulative effects into their EAs. 
Environment Canada has developed a 
departmental position statement and 
provided training on cumulative effects. 
The Northern Affairs Program of Indian 
and Northern Affairs Canada, together 
with a working group of representatives 
from the settled claim areas, is developing 
a cumulative impact monitoring program 
for the Mackenzie Valley pursuant to the 
Mackenzie Valley Resource Management 
Act. We note that environmental 
assessment is an evolving area and 
assessing cumulative effects of a project 
remains a challenge for responsible 
authorities, but these tools should assist 
them. 


9.78 Mitigation measures and 
follow-up. Mitigation measures reduce the 
significance of adverse environmental 
effects. In our 1998 chapter, we noted that 
while departments often attached 
mitigation measures to project approvals, 
they conducted little monitoring of these 
measures. Based on the information we 
received during our follow-up, it is still 
not clear if departments are monitoring 
these measures to see if they are 
respected. The departments who issue 
permits or licences to project proponents 
told us that they look at the mitigation 
measures when they have to monitor 
adherence to permit conditions, but not for 
every permit because of resource 
constraints. 


DIE, Follow-up of EA is 
recommended when environmental effects 
are uncertain. The Agency has created an 
interdepartmental working group to 
identify options and tools for improving 
follow-up. The report Options and Tools 
for Improving Follow-Up: A Discussion 
Paper identifies nine root causes of 
follow-up problems but is primarily aimed 
at identifying steps for improving the 
process, with an action plan and target 
dates. The Agency is now developing an 
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Operational Policy Statement on 
follow-up. The steps above have 
contributed to the identification of 
problems with follow-up, but more work 
is needed to ensure that departments 
prescribe follow-up when necessary. 


9.80 Information for the public. The 
computerized Federal Environmental 
Assessment Index (the Index) was aimed 
at informing the public, at an early stage, 
of environmental assessments conducted 
by responsible authorities. As stated in our 
original chapter, the Index was not 
user-friendly for either the departments or 
the public. Since the May 1998 tabling of 
our chapter, the Agency has worked to 
improve the Index’s functionality. It is still 
too early to determine if this will improve 
the entry of EA information by the 
departments and facilitate access by the 
public. 


9.81 We noted in 1998 that the Index 
information was very basic and did not 
adequately inform the user about projects 
and their environmental effects. Since 
then, Environment Canada has begun to 
post its EA reports on its Web site, the 
“Green Lane”. 


9.82 An updated Cabinet directive. 
In 1998, our chapter identified as a major 
weakness the lack of compliance with the 
1990 Cabinet directive on EA of policies 
and programs. The Agency, in 
collaboration with an interdepartmental 
team, made efforts to strengthen and 
clarify the Cabinet directive. Those efforts 
resulted in an updated directive in June 
1999. It now requires an environmental 
assessment of plans as well. However, we 
have no evidence of improved compliance 
with the Cabinet directive. Moreover, 
during our interviews we found that two 
departments were still unaware of this 
updated directive, or thought it did not 
apply to them. 


9.83 Our assessment of progress made 
since our 1998 audit is summarized in 
Exhibit 9.6. 


It is not clear whether 


departments are 


monitoring mitigation 


measures. 


We found no evidence 


of improved 


compliance with the 


Cabinet directive. 
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Exhibit 9.6 


Environmental Assessment: A Critical Tool for Sustainable 
Development — Summary of Follow-up Findings 


Chapter Recommendation/ OAG 
Paragraph Observation Assessment Comments 
Looking at the right issues 
6.28 Compliance measures need to be x In general, no clear action by departments to address this 
strengthened to ensure that all recommendation 
proponents apply for permits and 
licences 
6.33 Fisheries and Oceans needs to apply the i In 1998, Fisheries and Oceans produced new guidelines to 
Fisheries Act more consistently bring more consistency to application of section 35 (2) of 
the Fisheries Act, developing training and additional 
; guidelines 
6.35 Integrate EA early in the project, not at x Confirmed by Compliance Monitoring Review (CMR) 
the last minute 
6.38 & Some federal activities are not reviewed i“ By a new regulation, Canada Port Authorities projects now 
6.39 under the CEAA reviewed under CEAA. Agency working with Transport 
Canada to develop an EA regime for local airport 
authorities 
6.45 Departments should develop guidelines x Agency developed an Operational Policy Statement on 
on scoping of projects in conjunction scoping. Recent legal decisions did not clarify. Only 
with the Agency Environment Canada and Agriculture and Agri-Food 
Canada developed specific scoping guidelines. However, 
AECB has developed guidelines for two specific projects, 
which could be applied to similar projects 
6.48 Information on existing project x Confirmed by CMR 
environmental assessments is often 
deficient 
6.50 Departments need to consider a wider x In general, no clear action by departments to address this 
range of effects for EAs of projects that recommendation 
require permits 
6.59 Agency should accelerate its work with a Agency has published guidelines and provided training. 
departments and others to encourage Response by departments has been mixed 
assessment of cumulative effects 
| Providing adequate information 
6.64 & | Index should have quicker data entry, i Agency faced technical difficulties with its system. 
6.65 easier access and improved search tools Improved search tools, but room for additional 
improvement 
6.68 Departments need better information in x Confirmed by CMR 
screening reports 
6.73 Agency’s annual report should describe a More of Agency’s challenges addressed in its Performance 
the challenges in implementing the Report than previously 
CEAA 
* fully addressed i“ — satisfactory progress X unsatisfactory progress 


(continued) 
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Exhibit 9.6 


(continued) 


Chapter Recommendation/ OAG 
Paragraph Observation Assessment Comments 
Improving efficiency 
6.79 Class screenings could be used more to “ Two published; 11 being developed, 6 of them by INAC 
improve efficiency of EA process 
Going beyond project approval 
6.87 Departments should monitor mitigation x No substantial progress 
measures 
6.90 Departments need to ensure follow-up of x “Options and Tools for Improving Follow-up” paper 
environmental effects suggests best practices and proposes an action plan. No 
clear indication that departments ensure follow-up 
6.92 Agency should establish a framework for a Agency, with participation of departments, has launched 
reviewing provisions and operation of different initiatives to address this issue; among them are 
the Act and collect information needed the Compliance Monitoring Review (CMR) and its 
for conducting the review Compliance Monitoring Framework (CMF) and the 
Ongoing Monitoring Program 
Achieving quality control of decentralized 
implementation 
6.94 Agency and departments should establish x Agency developed a Compliance Monitoring Framework, 
procedures to: which could help departments ensure more consistency. 
: However, only Environment Canada has developed draft 
e monitor whether EAs are conducted procedures in this area 
in accordance with the CEAA 
e ensure that the CEAA is applied 
consistently from region to region 
Setting the tone with policy and 
program assessments 
6.101 Improve compliance with Cabinet x Agency has developed new guidelines. Improved 
directive on EA of policies and programs compliance yet to be demonstrated 
* fully addressed \“ — satisfactory progress X unsatisfactory progress 
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The gap persists 
between stated 
commitments and 
government 
performance. 


Exhibit 9.7 


A Management System Approach 


Common Themes and 
Messages 


9.84 Each of the audits addressed in 
this follow-up chapter dealt with a 
separate subject. The international 
movement of hazardous waste, the 
depletion of the world’s stratospheric 
ozone layer, the pre-project assessment of 
environmental impacts, and the 
preservation of biological diversity each 
present unique environmental and health 
threats, and therefore require unique 
government programs and policies. 


9.85 Reporting on these audits in a 
single follow-up chapter, however, was an 
opportunity for us to examine these 
subjects from a fresh perspective. We 
looked for common issues, themes and 
potential lessons learned. This section 
describes four common themes — closing 
the implementation gap, filling 
information gaps, demonstrating 
leadership, and managing relationships — 
using examples from the audit chapters to 
support them. 


9.86 These themes reinforce many key 
principles of management systems 
thinking, as shown in Exhibit 9.7. While 
they are perhaps neither profound nor 
new, these principles do serve as 
reminders for departments to pay constant 
attention to the fundamentals of good 
management. 


Closing the Implementation Gap 


9.87 The “implementation gap” — the 
gap between the government’s 
performance and its stated commitments 
and objectives — is one of the most 
common findings in reports of the Auditor 
General and the Commissioner of the 
Environment and Sustainable 
Development. In fact, most of the 
observations and recommendations made 
in the chapters on hazardous waste, 
biodiversity and environmental 
assessment were related to 
implementation gaps. As we have noted in 
detail in previous sections of this chapter, 
in our opinion the overall rate of progress 
in addressing these gaps has been 
disappointing. The federal government is 
weak in the implementation and operation 
component of a management systems 
approach (Exhibit 9.7). More details of 
this approach are presented in Chapter | 
of this report, Exhibit 1.7. 


Filling Information Gaps 


9.88 Each of the four audits 
illustrated, in different ways, the 
importance of information to support good 
decision making. This is a recurring theme 
in reports of the Auditor General and the 
Commissioner of the Environment and 
Sustainable Development. The audits also 
demonstrated that different kinds of 
information are needed at different times 
but in all cases, timely, credible and 
pertinent information is a key building 
block of good management. Information 
can be used to identify environmental and 
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health impacts and risks, as a core 
ingredient of policy and program design, 
to set priorities for action, and to measure 
the effectiveness of policies and programs. 


9.89 The importance of good 
information is perhaps best illustrated 
when it is absent. In this sense, the four 
audits also demonstrated that “information 
gaps” — that 1s, gaps between information 
needed and information available — 
impede decisions, program development 
and program delivery. 


9.90 Identifying risks and impacts. 
The chapter on environmental assessment 
illustrated how information is used to 
identify environmental risks and impacts. 
At its foundation, environmental 
assessment is a process of developing, 
sharing and considering information about 
the environment, projects and programs. 
Yet fundamental gaps in the information 
necessary to the federal environmental 
assessment process — portions of projects 
excluded, incomplete knowledge of the 
environment, significant effects ignored, 
difficulties in assessing cumulative 
effects, incomplete monitoring, and 
federal programs and policies not fully 
assessed — were at the very heart of the 
weaknesses identified in our audit of the 
environmental assessment process. 


ded Information as a core 
ingredient. The chapter on ozone 
protection perhaps best demonstrated the 
importance of information as a core 
ingredient of program development and 
success. Characterizing ozone layer 
protection as a success-in-progress, the 
chapter noted the worldwide reliance on 
solid scientific and technological 
information to support regulatory controls. 
The importance of exchanging scientific 
evidence and information and technology 
were specifically cited as key global 
lessons learned. 


O92 As a relatively new and still 
evolving issue, particularly for policy 
makers, core information is critical to 
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Canada’s biodiversity programs. Yet as we 
reported in 1998, and as the Biodiversity 
Convention Office acknowledges, 
scientific information for biodiversity is 
not as advanced as it is for other 
environmental issues. Information gaps 
identified in the chapter on biodiversity 
continue to seriously impede program 
development. Although encouraging 
attempts have been made to close some of 
those gaps, such as the Canadian 
Biodiversity Information Initiative, there 
is still a serious lack of information and 
most existing information is not readily 
accessible. 


9.93 Setting priorities and 
measuring compliance. Information is 
also critical to understanding compliance 
with commitments, measuring program 
effectiveness, and adjusting program 
priorities. The overall conclusion of the 
chapter on hazardous waste — that 
Canada did not know (and it still does not 
know) the extent to which it is complying 
with the requirements of the international 
Basel Convention — was directly linked 
to deficiencies in inspection and 
enforcement practices and intelligence 
information. The ozone chapter also 
identified information gaps related to the 
inspection of companies, the gathering of 
intelligence data and enforcement of 
Canadian Environmental Protection Act 
regulations. 


Gaps in information 
impede decisions, 
program development 
and delivery. 


Demonstrating Leadership 


9.94 Leadership is another recurring 
theme in reports of the Auditor General 
and the Commissioner. In his first report 
to Parliament, the Commissioner 
emphasized that governments must 
provide “strong leadership” and “clear 
vision,” suggesting that an important 
component of leadership is setting 
direction. In this section, we view 
leadership as actions taken by a 
department above and beyond its stated 
mandate, authority or role. 


Leadership is needed 
globally, domestically 
and within the federal 
government. 


9.95 While the four chapters 
illustrated the importance of leadership in 
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Gaps in leadership 
within the federal 
government remain a 
serious and vexing 
concern. 


general, they also demonstrated that 
different circumstances require different 
kinds of leadership. Sometimes leadership 
is needed globally, sometimes 
domestically (in partnerships with 
provincial governments, for example) and 
nearly always within the federal 
government. Some of the chapters cited 
positive examples of leadership by federal 
departments, supporting the notion that 
leadership is integral to achieving success. 
But perhaps it is because the importance 
of leadership is so well understood that 
gaps in leadership are often noticed. The 
four audits also identified areas where the 
federal government could provide stronger 
leadership. 


9.96 Global leadership. The chapter 
on ozone protection credited the federal 
government, and Environment Canada in 
particular, for global leadership in 
developing and supporting international 
controls on ozone-depleting substances. 
Indeed, the very name Montreal Protocol 
on Substances that Deplete the Ozone 
Layer symbolizes Canada’s leadership on 
this issue. The chapters on hazardous 
waste and biodiversity also noted selected 
examples of international leadership by 
Canada. 


9.97 Some chapters also credited the 
federal government for its leadership in 
setting direction with organizations 
outside of the federal government. As 
noted in paragraphs 9.58 and 9.59, 
Canada’s Biodiversity Convention Office 
recently demonstrated leadership by 
participating in an initiative to develop 
and test a matrix for international 
performance reporting. It has also made 
efforts to incorporate and encourage 
participation by Indigenous peoples in 
biodiversity conservation. 


9.98 Leadership in the federal 
government. Notwithstanding examples 
of the leadership we have cited, in our 
view, gaps in leadership within the federal 
government remain a serious and vexing 
concern. Many of the weaknesses 


identified in the chapters have their roots 
in the need to determine and commit to 
appropriate leadership roles within the 
federal government. Examples include the 
lack of a ministerial home for biodiversity, 
the lack of direction in phasing out and 
disposing of ozone-depleting substances 
from federal operations, Environment 
Canada’s problems in providing federal 
enforcement agencies with intelligence 
data on hazardous waste and, perhaps 
most alarming, the “wait-for-the-Environ- 
mental Assessment Agency-to-act” 
attitude of federal departments toward 
correcting deficiencies in environmental 
assessments. 


Managing Relationships 


9.99 Each of the audits addressed in 
this chapter demonstrated that managing 
relationships effectively is critical to the 
success of a program. In some cases 
relationships, like leadership, are required 
among federal departments. The 
importance of relationships in program 
delivery is demonstrated by the fact that 
many of the recommendations in the four 
chapters were directed toward several 
departments. But the chapters also 
illustrated that relationships can be critical 
between federal and provincial 
governments and between the federal 
government and non-government 
stakeholders. As the examples that follow 
show, establishing and sustaining effective 
partnerships can be a challenge. 


9.100 Multi-stakeholder relations. As 
noted in the chapters on hazardous waste 
and ozone protection, relationships with 
non-government organizations are 
important. One feature contributing to the 
reduction of ozone-depleting substances 
was the high level of consultation with 
affected stakeholders and partnering with 
industry to develop and implement 
solutions. Similarly, improving the 
relationship between Environment Canada 
program staff and industry was key to 
achieving increased compliance rates for 
the hazardous waste manifests. 
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9.101 In other cases, sustaining 
relationships has been a challenge. For 
example, after signing the United Nations 
Convention on Biological Diversity, a 
multi-stakeholder advisory body to the 
federal government — the Canadian 
Biodiversity Forum — successfully 
worked together to establish the Canadian 
Biodiversity Strategy. However, since the 
release of the Strategy, the Forum has 
lacked a clear product on which to focus 
its attention. 


9.102 Relations among federal 
departments. Working relationships 
among federal departments present 
ongoing challenges. The chapter on 
hazardous waste identified weaknesses in 
the ability of federal departments to work 
together to enforce the CEPA Export and 
Import of Hazardous Wastes Regulation. 
An MOU between Environment Canada 
and the Canada Customs and Revenue 
Agency to clarify roles and 
responsibilities remains unsigned. There 
has been little progress on developing an 
appendix specifically intended to address 
hazardous waste issues. As a result, there 
is little evidence of improvement in the 
control of illegal shipments of hazardous 
waste at the border. 


9.103 The need for federal departments 
to work co-operatively with each other 
was identified as a significant issue in the 
chapter on environmental assessment. It 
underscored the need for the Canadian 
Environmental Assessment Agency and 
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the responsible departments to work 
together more closely to interpret the 
assessment requirements consistently and 
to share best practices. The Regional 
Environmental Assessment Committees 
have reportedly provided a valuable forum 
for co-operation. 


9.104 Federal-provincial-territorial 
relations. The Federal-Provincial- 
Territorial Working Group on Biodiversity 
is struggling to find a focus and a shared 
vision. Present members believe they are 
concentrating too much on preparing for 
international meetings and not enough on 
the domestic front. Shifting attention to 
federal and national concerns could 
improve the Working Group’s cohesion 
and advance its efforts. 


9.105 As we reported in the chapter on 
ozone protection, successful partnerships 
have been vital to the success of the 
Montreal Protocol globally and to the 
Canadian ozone layer protection program 
specifically. Most notable is the 
long-standing and positive relationship 
between the federal and provincial 
governments in the National Action Plan 
for the Recovery and Recycling of ODS. 
This partnership was founded on a shared 
vision and has been sustained over 10 
years. Provinces consistently participate in 
Federal-Provincial Working Group 
meetings. Shared goals and sustained 
momentum have been key to this 
successful partnership. 


Managing 
relationships 
effectively is critical to 
the success of a 
program. 


Effective partnerships 
have been vital to the 
success of the 
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Montreal Protocol both 
globally and 
domestically. 
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Mag 1 the Follow-Up 


Objective 


The primary purpose of follow-up is to ascertain whether recommendations and observations have been 
addressed by entities, and to provide information to Parliament on an entity’s progress. 


Approach 


We asked the entities to provide an update of actions they have taken to address the recommendations and 
significant observations in the original audits. To supplement their responses, entities provided documentation 
as evidence of their actions. We reviewed that information and also conducted interviews with departmental 
officials where necessary. 


Scope 


Follow-up work on Control of the Transboundary Movement of Hazardous Waste (Chapter 4, April 1997) 
focussed on Environment Canada and the Canada Customs and Revenue Agency. 


We conducted follow-up work on Ozone Layer Protection: The Unfinished Journey (Chapter 27, December 
1997) in the following six departments and one agency: Canadian International Development Agency, 
National Defence, Environment Canada, Fisheries and Oceans, Health Canada, Public Works and 
Government Services Canada and Transport Canada. 


Follow-up work on Canada’s Biodiversity Clock Is Ticking (Chapter 4, May 1998) was conducted in the 
following four departments: Agriculture and Agri-Food Canada, Environment Canada, Fisheries and Oceans 
and Natural Resources Canada. 


We conducted follow-up work on Environmental Assessment: A Critical Tool for Sustainable Development 
(Chapter 6, May 1998) in the following 10 departments and agencies: Agriculture and Agri-Food Canada, 
Atlantic Canada Opportunities Agency, Atomic Energy Control Board, Canadian Environmental Assessment 
Agency, Parks Canada Agency, Environment Canada, Fisheries and Oceans (Habitat and Coast Guard), Indian 
and Northern Affairs Canada (Northern Affairs Program, Indian and Inuit Affairs Program), Public Works and 
Government Services Canada and Western Economic Diversification Canada. 


Audit Team 


Principals: Wayne Cluskey, Neil Maxwell, John Reed and Dan Rubenstein 
Directors: | John Affleck and Frank Barrett 


Rob Anderson 
Johnny Chadwick 
Allison Lowe 
Carolle Mathieu 
Jim McKenzie 
Carl Mitchell 
Adam Silverstein 
Joanna Smedes 


For information, please contact Wayne Cluskey or John Reed. 
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Order Form for 2000 Report Material 


If you wish to obtain other 2000 Report material of the Commissioner of the Environment and Sustainable 
Development, consult the Main Table of Contents and indicate the chapters and formats you wish to receive. Mail 
the form to: 


Office of the Auditor General of Canada 
240 Sparks Street, Stop 10-1 
Ottawa, ON KIA 0G6 


or FAX form to: (613) 954-0696 


Please Print 


Name: 


Organization: 


Address: 
City: Province: 
Country: Postal Code: 


Telephone: _( ae - 


Please Specify Chapter Number and Quantity 


Chapter(s) # ______ English _____ French 
# ______ English _____ French 
# English ______ French 
# English _____ French 
# English _____ French 
a ______ English ______ French 
# English ______ French 
ae ______ English _____ French 


The Commissioner’s Observations - 2000 
Foreword and Main Points Bilingual 


CD-ROM (contains Reports of the 
Auditor General and of the Commissioner 
from 1991 to May 2000) Bilingual 


Video (contains Selected Observations 
of the Commissioner's Report — 2000) 


English French 


The Report is also available on the Internet at www.oag-bvg.gc.ca 
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